Problem-solving dissension and international entry mode performance by Ji, J. et al.
This is an author produced version of Problem-solving dissension and international entry 
mode performance.
White Rose Research Online URL for this paper:
http://eprints.whiterose.ac.uk/113786/
Article:
Ji, J., Dimitratos, P. and Huang, Q. (2016) Problem-solving dissension and international 
entry mode performance. International Marketing Review, 33 (2). pp. 219-245. ISSN 
0265-1335 
https://doi.org/10.1108/IMR-10-2014-0328
promoting access to
White Rose research papers
eprints@whiterose.ac.uk
http://eprints.whiterose.ac.uk/
Problem-Solving Dissension and International Entry Mode 
Performance 
 
Junzhe Ji 
Tongji University, Department of Business Administration, 1239 Siping Road, 
Shanghai 200092, China  
Email: junzhe_ji@tongji.edu.cn 
 
Pavlos Dimitratos 
University of Glasgow, Adam Smith Business School, West Quadrangle, Glasgow 
G12 8QQ, UK 
Email: pavlos.dimitratos@glasgow.ac.uk 
 
Qingan Huang 
University of East London, School of Business and Law, Stratford Campus 
 Water Lane, London E15 4LZ  
Email: Q.Huang@uel.ac.uk 
 
 
Corresponding author: Dr. Junzhe Ji  
Department of Business Administration, Tongji University, 1239 Siping Road, 
Shanghai 200092, China.  
Email: junzhe_ji@tongji.edu.cn, Tel: +86 21 65982746, Fax: +86 21 65986304 
 
 
3UREOHP-6ROYLQJ'LVVHQVLRQDQG,QWHUQDWLRQDO(QWU\0RGH3HUIRUPDQFH 
 
$EVWUDFW 
3XUSRVH 
7KLV SDSHU H[DPLQHV LQWHUQDWLRQDO GHFLVLRQ-PDNLQJ LQIRUPDWLRQ SURFHVVLQJ DQG
UHODWHG SHUIRUPDQFH LPSOLFDWLRQV :H H[SORUH WKH UHODWLRQVKLS EHWZHHQ LQWHUQDWLRQDO
GHFLVLRQ-PDNLQJDQGSUREOHP-VROYLQJGLVVHQVLRQVUHODWHGWRHQWU\PRGHGHFLVLRQV,Q
DGGLWLRQZHLQYHVWLJDWHWKHHIIHFWVRIGLVVHQVLRQRQHQWU\PRGHSHUIRUPDQFHDQGWKH
PRGHUDWLQJ HIIHFW RI WKH IRUHLJQ GLUHFW LQYHVWPHQW )', YV QRQ-)', GHFLVLRQ DV LW
UHODWHV WR GLVVHQVLRQ-PRGH SHUIRUPDQFH 'HVSLWH WKHLU VLJQLILFDQFH IURP DQ
LQIRUPDWLRQSURFHVVLQJSHUVSHFWLYHWKHVHLVVXHVKDYHQRWEHHQVXIILFLHQWO\H[SORUHGLQ
LQWHUQDWLRQDOHQWU\PRGHUHVHDUFK  
 
'HVLJQPHWKRGRORJ\DSSURDFK 
7KLV UHVHDUFK SUHVHQWV GDWD FROOHFWHG IURP  SULYDWHO\ RZQHG LQWHUQDWLRQDOL]HG
&KLQHVH ILUPV7KHDQDO\VLV LQ WKLV LQYHVWLJDWLRQ LQFOXGHVKLHUDUFKLFDO RUGLQDU\ OHDVW
VTXDUHV2/6UHJUHVVLRQ 
 
)LQGLQJV 
7KHILQGLQJVVXJJHVWDQ LQYHUVH8-VKDSHGUHODWLRQVKLSEHWZHHQGLVVHQVLRQDQGHQWU\
PRGH SHUIRUPDQFH DV RSSRVHG WR D OLQHDU RQH DQG D PRGHUDWLQJ HIIHFW RI )', YV
QRQ-)', GHFLVLRQV RQ WKLV FXUYLOLQHDU GLVVHQVLRQ±SHUIRUPDQFH DVVRFLDWLRQ 7KHVH
ILQGLQJVVXSSRUWDQGUHILQHWKHUDWLRQDOHRIWKHLQIRUPDWLRQSURFHVVLQJSHUVSHFWLYH 
 
2ULJLQDOLW\YDOXH 
7KHVH ILQGLQJV DGG UHDOLVWLF HOHPHQWV WR WKH DOOHJHG ³UDWLRQDO´ LQWHUQDWLRQDO
GHFLVLRQ-PDNLQJ GRFWULQH DVVXPHG LQ SUHYLRXV HQWU\ PRGH OLWHUDWXUH 2XU ILQGLQJV
VKRZ WKH LPSRUWDQFH RI WKH KHWHURJHQHLW\ RI LQIRUPDWLRQ SURFHVVLQJ LQ HQWU\ PRGH
VWUDWHJLF GHFLVLRQ-PDNLQJ SURFHVVHV 6'03V DQG LWV HIIHFWV RQ VSHFLILF GHFLVLRQ
W\SHV:HEHOLHYHWKDWWKLVLVWKHILUVWHPSLULFDOVWXG\WRXVHDQLQIRUPDWLRQSURFHVVLQJ
SHUVSHFWLYHWRH[DPLQHWKHHIIHFWVRI6'03VRQHQWU\PRGHSHUIRUPDQFH  
 
.H\ZRUGV 3UREOHP-VROYLQJ GLVVHQVLRQ LQWHUQDWLRQDO HQWU\ PRGH SHUIRUPDQFH
LQIRUPDWLRQ SURFHVVLQJ SHUVSHFWLYH VWUDWHJLF GHFLVLRQ-PDNLQJ SURFHVV &KLQHVH
SULYDWHILUPV 
 
3DSHUW\SH5HVHDUFKSDSHU 
 
,QWURGXFWLRQ 
&RPSDUHGWRWKHJUHDWGHDORIDWWHQWLRQSDLGWR WKHGHWHUPLQDQWVRIHQWU\PRGH
FKRLFH LQ LQWHUQDWLRQDO PDUNHWLQJ UHVHDUFK (IUDW DQG 6KRKDP  (NHOHGR DQG
6LYDNXPDU)RUODQLHWDO3LQKRUHODWLYHO\OLWWOHDWWHQWLRQKDVEHHQ
SDLGWRHQWU\PRGHSHUIRUPDQFH*HQHUDOO\VWXGLHVRQHQWU\PRGHSHUIRUPDQFHUHO\
RQ UHVHDUFK WKDW GHDOV ZLWK VWUDWHJ\ FRQWHQW DQG HPSKDVL]HV WKH DOLJQPHQW RI WKLV
FULWLFDOIRUPRIJRYHUQDQFHFKRLFHZLWKLQVWLWXWLRQDODQGWUDQVDFWLRQFRVWFRQGLWLRQVWR
DWWDLQ VXSHULRUPRGHSHUIRUPDQFH LQ IRUHLJQPDUNHWV %URXWKHUVDQG+HQQDUW
+HQQDUW DQG 6ODQJHQ  7KLV VROXWLRQ KRZHYHU LJQRUHV WKH SHUIRUPDQFH
LPSOLFDWLRQVRIWKHSURFHVVE\ZKLFKDQHQWU\PRGHGHFLVLRQLVPDGH,QGHHGSURFHVV
UHVHDUFK OLNH FRQWHQW UHVHDUFK KDV SOD\HG DQ LPSRUWDQW UROH LQ H[SODLQLQJ GHFLVLRQ
RXWFRPHV LQ WKH VWUDWHJLF GHFLVLRQ-PDNLQJ OLWHUDWXUH (OEDQQD  &RQVHTXHQWO\
WKH QHHG WR VKHG OLJKW RQ WKH HQWU\ PRGH GHFLVLRQ-PDNLQJ SURFHVV DQG LWV
RUJDQL]DWLRQDOFRQVHTXHQFHVKDVEHFRPHPRUHXUJHQW%URXWKHUVDQG+HQQDUW
&DQDEDODQG:KLWH+HQQDUWDQG6ODQJHQ 
0RVWRIWKHVWUDWHJLFGHFLVLRQ-PDNLQJSURFHVV6'03OLWHUDWXUHIRFXVHVRQWKH
ZD\ LQ ZKLFK PDQDJHUV LQWHUDFW WR SURFHVV DQG DFW XSRQ LQIRUPDWLRQ UHODWHG WR
GHFLVLRQV &ODUN DQG 0DJJLWWL  3DUD\LWDP DQG 'RROH\  ,QIRUPDWLRQ
SURFHVVLQJ UHIHUV WR WKH FROOHFWLRQ LQWHUSUHWDWLRQ DQG V\QWKHVLV RI LQIRUPDWLRQ ZLWK
UHJDUG WR RUJDQL]DWLRQDO GHFLVLRQV *DOEUDLWK  7XVKPDQ DQG 1DGOHU 
%DVHG RQ WKH LQIRUPDWLRQ SURFHVVHG VWUDWHJLF GHFLVLRQ-PDNHUV ³IRUPXODWH WKH
RUJDQL]DWLRQ¶V LQWHUSUHWDWLRQ´ 'DIW DQG :HLFN  S  VHH DOVR :RRG DQG
:LOOLDPV  $FFRUGLQJ WR WKH LQIRUPDWLRQ SURFHVVLQJ SHUVSHFWLYH *DOEUDLWK
 WKH PRUH FRPSOH[ WKH GHFLVLRQ WKH JUHDWHU WKH QHHG IRU GHFLVLRQ-PDNHUV WR
SURFHVVLQIRUPDWLRQWRDFKLHYHDJLYHQOHYHORISHUIRUPDQFH3DUD\LWDPDQG'RROH\
 $V WKH PDLQ IUDPHZRUN LQ 6'03 UHVHDUFK WKLV WKHRUHWLFDO SHUVSHFWLYH KDV
KLWKHUWR EHHQ XVHG WR H[SODLQ WKH FRQVHTXHQFHV RI VWUDWHJLF GHFLVLRQ-PDNLQJ
$WXDKHQH-*LPDDQG/L&LWURHQ'RROH\DQG)U\[HOO6RXLWDULVDQG
0DHVWUREXW LWKDV\HW WRH[SODLQWKHFRQVHTXHQFHVRIGHFLVLRQ-PDNLQJLQDQ
LQWHUQDWLRQDOFRQWH[W 
7KHLQWHUQDWLRQDOPDUNHWHQWU\PRGHGHFLVLRQFRQFHUQVWKHQDWXUHRIDFWLYLWLHVLQ
IRUHLJQPDUNHWVDQGLVRQHRIWKHPRVWFULWLFDOVWUDWHJLFGHFLVLRQVLQWKHFURVV-ERUGHU
FRQWH[W $V ILUPV IDFH PRUH XQFHUWDLQWLHV ZKHQ PDNLQJ DQ LQWHUQDWLRQDO GHFLVLRQ
FRPSDUHG WR WKHLUGRPHVWLF RQH %URXWKHUV WKH\KDYHD VXEVWDQWLDOO\ JUHDWHU
QHHG IRU KLJK-OHYHO LQIRUPDWLRQ SURFHVVLQJ LQ LQWHUQDWLRQDO GHFLVLRQ-PDNLQJ
+HUUPDQQ DQG 'DWWD  .XPDU DQG 6XEUDPDQLDP  7KH LQIRUPDWLRQ
SURFHVVLQJSHUVSHFWLYHLVXVHIXOLQXQGHUVWDQGLQJKRZPDQDJHUVXWLOL]HLQIRUPDWLRQWR
DFKLHYH HIIHFWLYH PRGH GHFLVLRQ-PDNLQJ ZKLFK FRPSOHPHQWV WKH UHVHDUFK RQ ZKDW
GHFLVLRQ-PDNHUVVKRXOGFRQVLGHULQPRGHGHFLVLRQ-PDNLQJ 
2XU UHYLHZ RI WKH OLWHUDWXUH KDV LGHQWLILHG RQO\ WZR HPSLULFDO VWXGLHV -L DQG
'LPLWUDWRV  0F1DXJKWRQ  WKDW H[DPLQH WKH HIIHFW RI 6'03
FKDUDFWHULVWLFV RQ PRGH SHUIRUPDQFH $OWKRXJK WKH HOHPHQWV RI LQIRUPDWLRQ
SURFHVVLQJ KDYH EHHQ VXEVWDQWLDOO\ DGGUHVVHG WKHVH VWXGLHV GR QRW HPSOR\ WKH
LQIRUPDWLRQSURFHVVLQJSHUVSHFWLYHUHO\LQJLQVWHDGRQEHKDYLRUWKHRU\6LPRQ
7KHVH VWXGLHV H[DPLQH RQO\ 6'03 FKDUDFWHULVWLFV WKDW IROORZ WKH DQDO\WLFDO
FRQYHQWLRQ LQ VWUDWHJLF GHFLVLRQ-PDNLQJ VXFK DV GHFLVLRQ UDWLRQDOLW\ KLHUDUFKLFDO
FHQWUDOL]DWLRQDQGIRUPDOL]DWLRQ  
'UDZLQJ RQ WKH LQIRUPDWLRQ SURFHVVLQJ SHUVSHFWLYH WKH SUHVHQW VWXG\ VHHNV WR
IXUWKHU DGYDQFH WKH 6'03 DSSURDFK LQ RUGHU WR XQGHUVWDQG PRGH SHUIRUPDQFH :H
IRFXV RQ D PDMRU 6'03 FKDUDFWHULVWLF QDPHO\ SUREOHP-VROYLQJ GLVVHQVLRQ
KHQFHIRUWKUHIHUUHGWRDV³GLVVHQVLRQ´ZKLFKUHIHUVWRWKHGHJUHHRIGLIIHUHQFHVRQ
REMHFWLYHV PHWKRGV DQG VROXWLRQV WR SUREOHPV EHWZHHQ GHFLVLRQ-PDNHUV LQ D JLYHQ
6'03&ODUNDQG0DJJLWWL3DSDGDNLVHWDO:HVHOHFWWKLVFRQVWUXFWIRU
LWV WKHRUHWLFDO DQGSUDFWLFDO VLJQLILFDQFH)LUVW WKHQRWLRQRIGLVVHQVLRQ LV FULWLFDO WR
XQGHUVWDQGLQJ PDQDJHULDO LQIRUPDWLRQ SURFHVVLQJ EHKDYLRU XQGHU XQFHUWDLQW\ LQ
ZKLFK WKHREMHFWLYHVPHDQVDQGHIIHFWVRIPRGHGHFLVLRQDUHQRWJLYHQ'LVVHQVLRQ
GHSDUWV IURP WKH GHFLVLRQ-PDNLQJ ORJLF WKDW XQGHUSLQV KLHUDUFKLFDO DQG
SURFHGXUH-EDVHG6'03VZKLFKDUHPRUHDSSOLFDEOHLQDVWDEOHFRQWH[W6DUDVYDWK\
  
8QOLNH SURFHGXUDO UDWLRQDOLW\ DQG KLHUDUFKLFDO FHQWUDOL]DWLRQ ZKLFK HPSKDVL]H
DQDO\WLFDOFRPSUHKHQVLYHQHVVDQGSRZHUGLVWULEXWLRQUHVSHFWLYHO\-LDQG'LPLWUDWRV
GLVVHQVLRQUHSUHVHQWVDFRQFHSWXDOO\GLVWLQFW6'03GLPHQVLRQVHH&ODUNDQG
0DJJLWWL3DSDGDNLVHWDOWKDWGUDZVIURPDGLIIHUHQWYLHZRIVWUDWHJLF
GHFLVLRQ-PDNLQJLQWHUPVRI³PXGGOLQJWKURXJK´/LQGEORP ,QFRQWUDVWZLWK
WKH DQDO\WLFDO FRQYHQWLRQ H[HFXWLYHV RIWHQ KDYH WR PXGGOH WKURXJK ZKHQ WKH\ DUH
SURYLGHG ZLWK XQFOHDU JRDOV KDYH XQDPELJXRXV PHDQV DQG ODFN FRPSOHWH
LQIRUPDWLRQ LQ VWUDWHJLF GHFLVLRQ-PDNLQJ (OEDQQD  DOWKRXJK WKLV DSSOLHV WR
HQWU\ PRGH GHFLVLRQ-PDNLQJ DV ZHOO .XPDU DQG 6XEUDPDQLDP  SDVW PRGH
VWXGLHVGRQRWDVVHVVWKHSHUIRUPDQFHLPSOLFDWLRQVRIGLVVHQVLRQ  
$PRQJ LQWHUQDWLRQDO HQWU\ PRGHV WKH IRUHLJQ GLUHFW LQYHVWPHQW )', YV
QRQ-)', FODVVLILFDWLRQ IROORZV &RDVH¶V  GLVWLQFWLRQ EHWZHHQ KLHUDUFK\ DQG
PDUNHW ZKLFK SOD\V D FULWLFDO UROH LQ PRGH GHFLVLRQ-PDNLQJ DQG KDV FRQVLGHUDEOH
LPSOLFDWLRQV IRU LQIRUPDWLRQ SURFHVVLQJ 3DQ DQG 7VH  +HUUPDQQ DQG 'DWWD
 )', PRGHV UHIHU WR ZKROO\ RZQHG IRUHLJQ VXEVLGLDULHV DQG MRLQW YHQWXUHV
ZKLOHQRQ-)',PRGHVLQFOXGHH[SRUWLQJOLFHQVLQJDQGIUDQFKLVLQJ$FFRUGLQJWR3DQ
DQG 7VH  FKRRVLQJ EHWZHHQ )', YV QRQ-)', LV WKH PDLQ WDVN IRU
GHFLVLRQ-PDNHUV LQ WKH LQLWLDO VWDJHVRI HQWU\PRGHGHFLVLRQ-PDNLQJDQGDIIHFWV WKH
FKRLFHRIPRGHLQVXEVHTXHQWVWDJHV&RPSDUHGWRWKHQRQ-)',FKRLFH)',LVDPRUH
FRPSOH[ IRUP LQYROYLQJ PRUH XQFHUWDLQWLHV 3DQ DQG 7VH  DQG UHTXLULQJ
KLJKHU-OHYHO LQIRUPDWLRQ SURFHVVLQJ LQ RUGHU WR EH HIIHFWLYH +HUUPDQQ DQG 'DWWD
  
%DVHGRQWKHLQIRUPDWLRQSURFHVVLQJSHUVSHFWLYHDQG6'03OLWHUDWXUHWKLVVWXG\
H[SORUHV WZR UHVHDUFKTXHVWLRQV KRZGRHVGLVVHQVLRQDIIHFWPRGHSHUIRUPDQFH
DQGZKDWLVWKHUROHRI)',YVQRQ-)',GHFLVLRQ-PDNLQJLQWKHGLVVHQVLRQ-PRGH
SHUIRUPDQFHDVVRFLDWLRQ%DVHGRQDVDPSOHRI LQWHUQDWLRQDOL]HG&KLQHVHILUPV
WKH ILQGLQJV VXJJHVW D FXUYLOLQHDU UHODWLRQVKLS EHWZHHQ GLVVHQVLRQ DQG PRGH
SHUIRUPDQFHDQGDPRGHUDWLRQRIWKH)',YVQRQ-)',GHFLVLRQLQWKLVDVVRFLDWLRQ  
7KLVVWXG\PDNHVLPSRUWDQWFRQWULEXWLRQVWRWKHUHVHDUFKRQPRGHSHUIRUPDQFH
)LUVW LW PRYHV EH\RQG WKH SURFHVV DSSURDFK WR H[SORUH PRGH SHUIRUPDQFH -L DQG
'LPLWUDWRV0F1DXJKWRQ:HEHOLHYHWKDWLWLVWKHILUVWVWXG\WRHPSOR\
WKH LQIRUPDWLRQ SURFHVVLQJ SHUVSHFWLYH WR DVVHVV WKH LPSDFW RI D PRGH
GHFLVLRQ-PDNLQJ SURFHVV RQ PRGH SHUIRUPDQFH H[FOXGLQJ SURFHVV VWXGLHV RQ PRGH
SHUIRUPDQFH WKDW KDYH XVHG EHKDYLRU WKHRU\ -L DQG 'LPLWUDWRV  7KH
VLJQLILFDQFHRIWKHUHODWLRQVKLSEHWZHHQIRUHLJQPDUNHWLQIRUPDWLRQDQGLQWHUQDWLRQDO
HQWU\KDVORQJEHHQUHFRJQL]HG-RKDQVRQDQG9DKOQHEXWOLWWOHLVNQRZQDERXW
KRZ GHFLVLRQ-PDNHUV LQWHUDFW WR SURFHVV VXFK LQIRUPDWLRQ RU WKH DVVRFLDWHG
SHUIRUPDQFH LPSOLFDWLRQV RQ PRGH GHFLVLRQ-PDNLQJ WKLV VWXG\ DGYDQFHV RXU
XQGHUVWDQGLQJ LQ WKLV DUHD DQG DFFHQWXDWHV WKH FRQQHFWLRQ EHWZHHQ PRGH GHFLVLRQ
W\SHVDQGWKHZD\VLQZKLFKLQIRUPDWLRQLVSURFHVVHG  
6HFRQG H[WDQW VWXGLHV -L DQG 'LPLWUDWRV  0F1DXJKWRQ  KDYH
H[DPLQHG 6'03 FKDUDFWHULVWLFV LQ WHUPV RI GHFLVLRQ UDWLRQDOLW\ KLHUDUFKLFDO
FHQWUDOL]DWLRQ DQG IRUPDOL]DWLRQ GHULYHG IURP WKH WUDGLWLRQDO DQDO\WLFDO SDUDGLJP
3DSDGDNLV HW DO  ZKLOH WKH FXUUHQW VWXG\ KLJKOLJKWV WKH UROH RI FRJQLWLYH
GLVVHQW EDVHG RQ WKH YLHZ RI ³PXGGOLQJ WKURXJK´ ZKHQ WKH REMHFWLYH PHDQV DQG
VROXWLRQV DUH QRW FOHDU /LQGEORP  +LJKHU-RUGHU UHODWLRQV DQG LQWHUDFWLRQV
FRQILUP WKHFRPSOH[LW\RI WKH LQIOXHQFHVRI6'03V 5DMDJRSDODQHW DODQG
SURYLGH D PRUH FRPSOHWH SLFWXUH RI WKH DVVRFLDWLRQ EHWZHHQ 6'03V DQG PRGH
SHUIRUPDQFH-LDQG'LPLWUDWRV0F1DXJKWRQ  
7KLUGWKLVVWXG\VXJJHVWVPHDQVE\ZKLFKWRDFKLHYHVXSHULRUPRGHSHUIRUPDQFH
WKURXJK DQ DSSURSULDWH DUUDQJHPHQW RI FRJQLWLYH GLVVHQVLRQ LQ LQWHUQDWLRQDO
GHFLVLRQ-PDNLQJ $ORQJ ZLWK ZKDW GHFLVLRQ-PDNHUV VKRXOG FRQVLGHU ZKHQ PDNLQJ
PRGH GHFLVLRQV %URXWKHUV  %URXWKHUV HW DO  %URXWKHUV HW DO 
3DS\ULQD  RXU ILQGLQJV VXJJHVW WKDW HIIHFWLYH LQIRUPDWLRQ SURFHVVLQJ LQ
LQWHUQDWLRQDOPDUNHWHQWU\PD\DOVRSURYLGHDFRPSHWLWLYHDGYDQWDJHIRUILUPV&KLOG
DQG+VLHK   
7KLVSDSHULVVWUXFWXUHGDVIROORZV,QWKHVHFRQGVHFWLRQWKHSDSHUUHYLHZVWKH
OLWHUDWXUH RQ HQWU\ PRGH SHUIRUPDQFH DQG LQIRUPDWLRQ SURFHVVLQJ UHVHDUFK DQG
DGYDQFHVLWVWZRK\SRWKHVHV)ROORZLQJWKLVWKHPHWKRGRORJLFDODVSHFWVDUHGLVFXVVHG
,Q WKH SHQXOWLPDWH VHFWLRQ WKH UHVXOWV RI WKH VWDWLVWLFDO DQDO\VLV DQG GLVFXVVLRQ RI
ILQGLQJV DUH SUHVHQWHG 7KH ILQDO VHFWLRQ DQDO\]HV WKH LPSOLFDWLRQV H[SORUHV WKH
OLPLWDWLRQVDQGRIIHUVVXJJHVWLRQVIRUIXUWKHUUHVHDUFK 
 
7KHRUHWLFDOEDFNJURXQGDQGUHVHDUFKK\SRWKHVHV 
6WUDWHJLF GHFLVLRQ-PDNLQJ UHVHDUFK LV RIWHQ FODVVLILHG LQ WHUPV RI FRQWHQW
UHVHDUFKDQGSURFHVV UHVHDUFK (OEDQQD&RQWHQW UHVHDUFKGHDOVZLWK VWUDWHJ\
FRQWHQWVXFKDVLQWHUQDWLRQDOH[SDQVLRQPHUJHUVDQGDFTXLVLWLRQVDQGGLYHUVLILFDWLRQ
,Q FRQWUDVW SURFHVV UHVHDUFK FRQFHUQV WKH SURFHVV E\ ZKLFK VWUDWHJLF GHFLVLRQV DUH
PDGHDQGLPSOHPHQWHG(OEDQQD5DMDJRSDODQHWDO 
 
,QWHUQDWLRQDOHQWU\PRGHSHUIRUPDQFH 
(QWU\ PRGH SHUIRUPDQFH FDSWXUHV WKH UHWXUQ DVSHFWV RI PRGH GHFLVLRQ-PDNLQJ
%URXWKHUVDQG+HQQDUW(PSKDVL]LQJHFRQRPLFHIILFLHQF\SULRUVWXGLHVKDYH
SULPDULO\XVHGILQDQFLDODQGPDUNHWPHDVXUHVDVDSUR[\RIHQWU\PRGHSHUIRUPDQFH
HJ %URXWKHUV HW DO  %URXWKHUV DQG 1DNRV  7KLV LQYHVWLJDWLRQ
HVVHQWLDOO\GLVUHJDUGVWKHHQGRJHQHLW\RIPRGHFKRLFHPHDQLQJWKDWPDQDJHUVDUHWKH
HQWU\PRGHGHFLVLRQ-PDNLQJDJHQWV6KDYHU*LYHQWKHKHWHURJHQHLW\RIJRDOV
DQG REMHFWLYHV LQ UHODWLRQ WR PRGH GHFLVLRQV EHWZHHQ ILUPV D VWUDWHJLF
GHFLVLRQ-PDNLQJSHUVSHFWLYHRQPRGHSHUIRUPDQFHFDQIRFXVRQWKHH[WHQW WRZKLFK
PDQDJHUVDUHVDWLVILHGZLWKWKHSURJUHVVWRZDUGSUH-VHWJRDOVDQGREMHFWLYHVOLQNHGWR
HQWU\ PRGHV LQ IRUHLJQ PDUNHWV 'HDQ DQG 6KDUIPDQ  ZKLFK LQFRUSRUDWH
EURDGHUFRQVLGHUDWLRQVLQPRGHGHFLVLRQRXWFRPHV  
([WDQWFRQWHQWUHVHDUFKRQPRGHSHUIRUPDQFHUHOLHVRQWUDQVDFWLRQFRVWDQDO\VLV
7&$ DQG LWV FRPELQDWLRQ ZLWK RWKHU SHUVSHFWLYHV VXFK DV WKH LQVWLWXWLRQDO RU UHDO
RSWLRQV SHUVSHFWLYHV %URXWKHUV  (DUO\ VWXGLHV RQ PRGH SHUIRUPDQFH
FRQFHQWUDWHRQZKHWKHUDSDUWLFXODUPRGHW\SHSURGXFHVDQRXWFRPHWKDWLVVXSHULRUWR
RWKHU PRGH W\SHV 7KH HYLGHQFH HJ $QDQG DQG 'HOLRV  3DQ HW DO 
:RRGFRFNHWDOSURYLGHVPL[HGUHVXOWVVXJJHVWLQJWKDW WKHPRGH W\SHLWVHOI
LQGHSHQGHQW RI WKH GHFLVLRQ FRQWH[W FDQQRW H[SODLQ PRGH SHUIRUPDQFH VXIILFLHQWO\
7KH YDVW PDMRULW\ RI ODWHU VWXGLHV ZLWK WKH H[FHSWLRQ RI .LP DQG *UD\ 
VXSSRUW WKHYLHZ WKDWPRGHV WKDW IROORZD7&$ VROXWLRQSHUIRUPEHWWHU WKDQ PRGHV
WKDWGRQRW%URXWKHUV%URXWKHUVHWDO%URXWKHUVHWDO3DS\ULQD
 %URXWKHUV  LQGLFDWHV WKDW DQ HYDOXDWLRQ RI PRGH SHUIRUPDQFH VKRXOG
LQFOXGHUHILQHGDQG UHOHYDQW LQVWLWXWLRQDODQGUHVRXUFH IDFWRUV LQ WKH WUDQVDFWLRQFRVW
IUDPHZRUN :KLOH WKH ORJLF UHJDUGLQJ WKH PLQLPL]DWLRQ RI WUDQVDFWLRQ FRVWV VWLOO
SUHYDLOV VRPH UHVHDUFKHUV 'LNRYD DQG 6DKLE  +HUUPDQQ DQG 'DWWD 
.XPDU DQG 6XEUDPDQLDP  SRVLW WKDW PRGH GHFLVLRQ-PDNLQJ DQG DVVRFLDWHG
RUJDQL]DWLRQDO RXWFRPHV DUH FRQVWUDLQHG E\ GHFLVLRQ-PDNHUV¶ H[SHULHQFHV DQG
FRJQLWLYHOLPLWDWLRQV 
&RQWHQWUHVHDUFKSURYLGHVYDOXDEOHLQVLJKWVUHJDUGLQJZKLFKHOHPHQWVVKRXOGEH
LQFOXGHGLQHIIHFWLYHPRGHGHFLVLRQ-PDNLQJKRZHYHULWLJQRUHVWKHHIIHFWVRI6'03V
RQ LQIRUPDWLRQ SURFHVVLQJ DQG WKXV VKHGV OLWWOH OLJKW RQ ZKHWKHU RU ZK\ VRPH
SURFHVVHV OHDG WR EHWWHU HQWU\ PRGH GHFLVLRQV WKDQ RWKHUV %URXWKHUV DQG +HQQDUW
 +HQQDUW DQG 6ODQJHQ  2QO\ WZR HPSLULFDO VWXGLHV -L DQG 'LPLWUDWRV
 0F1DXJKWRQ  DGGUHVV WKLV LVVXH ERWK VWXGLHV VWDWH WKDW HQWU\ PRGH
GHFLVLRQ-PDNLQJSURFHVVHVDUHQRWQHFHVVDULO\IXOO\UDWLRQDO-LDQG'LPLWUDWRV
ILQG WKDWDSURFHVVFKDUDFWHUL]HGE\DQDO\WLFDOFRPSUHKHQVLYHQHVVDQGFHQWUDOL]DWLRQ
LQIOXHQFHVPRGHSHUIRUPDQFHZKLOH0F1DXJKWRQREVHUYHVWKDWIRUPDOL]DWLRQ
LQWKHPDUNHWFKDQQHOGHFLVLRQSURFHVVGRHVQRWLPSURYHFKDQQHOSHUIRUPDQFHDPRQJ
VPDOO&DQDGLDQVRIWZDUHILUPV$VWKLVDUHDRIUHVHDUFKLVVWLOOLQLWVLQIDQF\+HQQDUW
DQGKLVFROOHDJXHV%URXWKHUVDQG+HQQDUW+HQQDUWDQG6ODQJHQDVNWKDW
DGGLWLRQDOVWXGLHVIURPYDULRXVWKHRUHWLFDOSHUVSHFWLYHVVKRXOGEHXQGHUWDNHQ 
 
,QIRUPDWLRQSURFHVVLQJSHUVSHFWLYH  
0DQDJHUV PXVW HQJDJH LQ LQIRUPDWLRQ SURFHVVLQJ DFWLYLWLHV DQG GHDO ZLWK
GHFLVLRQ-UHODWHG XQFHUWDLQW\ LQ RUGHU WR DFKLHYH RUJDQL]DWLRQDO JRDOV &ODUN DQG
0DJJLWWL  7XUQHU DQG 0DNKLMD  8QFHUWDLQW\ OLPLWV PDQDJHUV¶ DELOLW\ WR
SODQGHFLVLRQ-PDNLQJDFWLYLWLHVSULRUWRH[HFXWLQJWKHP/XRHWDO'HFLVLRQV
ZLWK KLJK GHJUHHV RI XQFHUWDLQW\ XVXDOO\ LQYROYH D ODUJH QXPEHU RI GHFLVLRQ
FRPSRQHQWV DV ZHOO DV D KLJK OHYHO RI FRRUGLQDWLYH LQWULFDF\ DQG G\QDPLVP
&UDZIRUGDQG/HSLQH:HLJHOWDQG0LOOHU  
$FFRUGLQJ WR WKH LQIRUPDWLRQ SURFHVVLQJ SHUVSHFWLYH WKH QHHG IRU LQFUHDVHG
LQIRUPDWLRQSURFHVVLQJJURZVLQRUGHUWRDFKLHYHDJLYHQOHYHORISHUIRUPDQFH7KLV
RFFXUV VLQFH XQFHUWDLQW\ HVFDODWHV WKH QHHG IRU DQ LQFUHDVHG OHYHO DQG TXDOLW\ RI
LQIRUPDWLRQ /XR HW DO  7XVKPDQ DQG 1DGOHU  $OWHUQDWLYHO\ PDQDJHUV
FRXOG VLPSOLI\ WKH GHFLVLRQ WDVN DQG FUHDWH PRUH VHOI-FRQWURO FRPSRQHQWV IRU WKH
GHFLVLRQWKXVUHGXFLQJWKHDPRXQWRILQIRUPDWLRQSURFHVVLQJQHHGHG*DOEUDLWK
7XVKPDQDQG1DGOHU7KLV³VXEWUDFWLRQ´ORJLFVKDUHVVRPHFRPPRQDOLWLHVZLWK
WKH HIIHFWXDWLRQ OLWHUDWXUH *DEULHOVVRQ DQG *DEULHOVVRQ  6DUDVYDWK\ 
ZKLFK FRQWHQGV WKDW GXH WR KLJK XQFHUWDLQW\ GHFLVLRQ-PDNHUV PD\ DEDQGRQ WKHLU
LQWHQWLRQWRPD[LPL]HSRWHQWLDOUHWXUQVDQGLQVWHDGHPSKDVL]HFRQWUROIOH[LELOLW\DQG
WKHLQYHVWLJDWLRQRIIXWXUHFRQWLQJHQFLHV  
7KHLQIRUPDWLRQSURFHVVLQJSHUVSHFWLYHUHSUHVHQWVDPDMRUWKHRUHWLFDOIUDPHZRUN
LQWKHDUHDRI6'03UHVHDUFKZKLFKYLHZV6'03DVWKHZD\LQZKLFKRQHH[FKDQJHV
SURFHVVHVDQGLQWHUSUHWVGHFLVLRQLQIRUPDWLRQ'RROH\DQG)U\[HOO'LVVHQVLRQ
DVDXQLTXH6'03GLPHQVLRQHPSKDVL]HVPDQDJHULDO LQWHUSUHWDWLYHG\QDPLVPRYHU
GHFLVLRQLQIRUPDWLRQLQWKHGHFLVLRQ-PDNLQJSURFHVV,Q6'03VGLVVHQWDULVHVZKHQ
GHFLVLRQ-PDNHUV H[SUHVV GLIIHUHQW RSLQLRQV DERXW IDFWV DQG LQIRUPDWLRQ WKH SURSHU
FRXUVHWRIROORZRU WKHVROXWLRQWRDSUREOHP'RROH\DQG)U\[HOO3DUD\LWDP
DQG 'RROH\  $V WRS H[HFXWLYHV PDNH FKRLFHV EDVHG RQ WKH LQIRUPDWLRQ
SURFHVVHG GLYHUVH LQWHUSUHWDWLRQV RI WKH GHFLVLRQ VLWXDWLRQ LQ 6'03V FDQ KDYH
VLJQLILFDQWDQGFRPSOH[LPSOLFDWLRQVRQWKHGHFLVLRQRXWFRPH  
 
'LVVHQVLRQLQLQIRUPDWLRQSURFHVVLQJUHVHDUFK 
2Q WKH RQH KDQG GLVVHQVLRQ LQ VWUDWHJLF GHFLVLRQ-PDNLQJ FRXOG SURPRWH
KHWHURJHQHRXV LQWHUSUHWDWLRQV FULWLFDO HYDOXDWLRQ DQG HIIHFWLYH OHDUQLQJ &ODUN DQG
0DJJLWWL  'RROH\ DQG )U\[HOO  2Q WKH RWKHU KDQG LW FRXOG LQWURGXFH
GLIILFXOWLHV UHJDUGLQJ WKH LQWHJUDWLRQ RI GLYHUVH RSLQLRQV DQG OHDG WR DIIHFWLYH
FRQIURQWDWLRQ(QVOH\DQG3HDUFH2OVRQHWDO,WPD\EHWKDWGLVVHQVLRQ
SURGXFHV ERWK HIIHFWV VLPXOWDQHRXVO\ 3DSDGDNLV  :RQJ DQG 7MRVYROG 
(LVHQKDUGWDQG=EDUDFNLSDUJXHWKDW³RQHVWHSWRHQKDQFHWKHUHDOLVPRI
FRQIOLFWGLVVHQVLRQLVWRH[SORUHWKHEHQHILWVDQGFRVWVRIFRQIOLFW´  
3RVLWLYH HIIHFWV RI GLVVHQVLRQ PD\ RFFXU LQ WKH HQWU\ PRGH GHFLVLRQ-PDNLQJ
SURFHVVIRUWKUHHUHDVRQV)LUVWGLVVHQVLRQLVDUHVXOWRIWKHGLYHUVHSHUFHSWXDOILOWHUV
SUHVHQWLQWKHGHFLVLRQ-PDNLQJSURFHVVEHFDXVHWKHVHILOWHUVDUHVXEMHFWLYHWKH\DOORZ
IRUDYDULHW\RI LQWHUSUHWDWLRQVRYHUGHFLVLRQ LQIRUPDWLRQ.HOOHUPDQQVHWDO
'HFLVLRQ-PDNHUV FRXOG FRQVLGHU PXOWLSOH SHUVSHFWLYHV VSHFLDOL]HG NQRZOHGJH DQG
YDOXHV ZKHQ HYDOXDWLQJ ULVN FRPPLWPHQW FRQWURO DQG UHWXUQV 'RROH\ DQG )U\[HOO
  
6HFRQG ZKHQ GLVVHQVLRQ DULVHV IURP HQWU\ PRGH 6'03V LW LQYLWHV
GHFLVLRQ-PDNHUVWRVFUXWLQL]HWKHIHDVLELOLW\RIDSURSRVHGGHFLVLRQDQGDOWHUQDWLYHVLQ
VROYLQJ HQWU\ SUREOHPV 0LOOHU HW DO  2OVRQ HW DO  'HFLVLRQ-PDNHUV
ZRXOG EH OLNHO\ WR VHHN DQG DQDO\]H DGGLWLRQDO LQIRUPDWLRQ ZKLFK ZRXOG DLG WKH
GHFLVLRQ-PDNLQJSURFHVV0LQLFKLOOLHWDO  
7KLUGWKHH[FKDQJHRILQIRUPDWLRQEHWZHHQWKHGHFLVLRQ-PDNHUVUHVSRQVLEOHIRU
WKHGLIIHUHQWIXQFWLRQVRIDILUPZLOOLQWHQVLI\ZKHQGLVDJUHHPHQWVRFFXU'LVVHQVLRQ
SURYLGHV D VWURQJ LQFHQWLYH WR FROOHFW DQG VKDUH LQIRUPDWLRQ UHODWHG WR GLIIHUHQW
YLHZSRLQWV %X\OHW DO ;LHHW DO7RFRQFOXGH WKHSRVLWLYHHIIHFWVRI
GLVVHQVLRQPD\ IDFLOLWDWH WKHZD\ LQZKLFKPDQDJHUVSURFHVVGLYHUVH LQIRUPDWLRQ WR
DUULYHDWDQDSSURSULDWHHQWU\PRGHWKDWLPSURYHVPRGHSHUIRUPDQFH 
1HJDWLYHHIIHFWVRIGLVVHQVLRQLQHQWU\PRGHGHFLVLRQ-PDNLQJDUHDOVROLNHO\WR
RFFXUIRUWKUHHUHDVRQV)LUVWVXFFHVVIXOHQWU\PRGHGHFLVLRQ-PDNLQJVKRXOGEHEDVHG
RQ WKH WUDGH-RIIV EHWZHHQ ULVNV DQG UHWXUQV %URXWKHUV  6WURQJ GLVVHQVLRQ
KDSSHQVIUHTXHQWO\ZKHQGHFLVLRQ-PDNHUVVWLFNWRORFDOUDWKHUWKDQJOREDOLQWHUSUHWLYH
VFKHPHVRUEHOLHIV 0LOOHUHWDO;LHHWDO7KLVPDNHV LWGLIILFXOWDQG
FRVWO\WRLQWHJUDWHGLYHUJHQWYLHZV  
6HFRQG FRJQLWLYH GLIIHUHQFHV UHJDUGLQJ GHFLVLRQ REMHFWLYHV PHWKRGV DQG
VROXWLRQV DUH WDVN-UHODWHG KRZHYHU GLVVHQVLRQ UHJDUGLQJ WDVNV FDQ HDVLO\ WUDQVIRUP
LQWRSHUVRQDODIIHFWLYHFRQIOLFWV(QVOH\DQG3HDUFH7KLVLVEHFDXVH³PHPEHUV
ZKRVH LGHDV DUH GLVSXWHG PD\ IHHO WKDW RWKHUV LQ WKH JURXS GR QRW UHVSHFW WKHLU
MXGJPHQW´ 3HOOHG HW DO  S  6XFK QHJDWLYH IHHOLQJV FRXOG KLQGHU HIIHFWLYH
FRPPXQLFDWLRQ 0LOOHU HW DO  2OVRQ HW DO  DQG GLYHUW WKH DWWHQWLRQ RI
GHFLVLRQ-PDNHUV IURP VXEVHTXHQW LQWHUSUHWDWLRQ RI WKH VLWXDWLRQ .HOOHUPDQQV HW DO
  
7KLUG WKHGHFLVLRQV DVVRFLDWHGZLWK LQWHUQDWLRQDOL]DWLRQDUH OLNHO\ WRSHUWDLQ WR
WKH SHUVRQDO RU GHSDUWPHQWDO VWDNHV RI HDFK GHFLVLRQ-PDNHU 6WURQJ GLVVHQVLRQ PD\
SDUWLDOO\ UHIOHFW FRPSHWLQJ LQWHUHVWV *QL]\DQG 6KRKDP ,Q VXFKD VLWXDWLRQ
VRPHGHFLVLRQ-PDNHUVDUHOLNHO\WRZLWKKROGRUGLVWRUWLQIRUPDWLRQWRUHDFKWKHLUILQDO
HQWU\ PRGH FKRLFH 7R VXP XS WKH GHWULPHQWDO HIIHFWV RI GLVVHQVLRQ ZLOO SUREDEO\
KLQGHUPDQDJHUV¶DELOLW\ WRSURFHVVLQIRUPDWLRQHIIHFWLYHO\ZKLFKPD\LQFUHDVHWKHLU
FKDQFHVRIVHOHFWLQJDQLQIHULRUPRGHDQGUHVXOWLQSRRUHQWU\PRGHSHUIRUPDQFH  
$V GLVVHQVLRQ KDV EHHQ VKRZQ WR KDYH ERWK SRVLWLYH DQG QHJDWLYH LPSDFWV RQ
VWUDWHJLFGHFLVLRQ-PDNLQJRXWFRPHVZHVXJJHVW WKDWDFXUYLOLQHDUUHODWLRQVKLSPLJKW
H[LVW EHWZHHQ WKH OHYHO RI GLVVHQVLRQ DQG HQWU\ PRGH SHUIRUPDQFH 8QGHU WKH
FRQGLWLRQRIWRROLWWOHGLVVHQVLRQPXOWL-IDFHWHGH[WHUQDOLQWHUQDODQGWUDQVDFWLRQFRVW
FRQGLWLRQVDVVRFLDWHGZLWKHQWU\PRGHPD\EHRYHUORRNHGIRUHJRLQJDQRSSRUWXQLW\
WR GHYHORS D GHHSHU XQGHUVWDQGLQJ RI WKH IRUHLJQ PDUNHW HQWU\ VLWXDWLRQ DQG LWV
UHODWLRQVKLS WR HQWU\ REMHFWLYHV 3DUD\LWDP DQG 'RROH\  ,QYDOLG DVVXPSWLRQV
FRXOG EH DFFHSWHG ZLWKRXW FKDOOHQJHV LQ PRGH GHFLVLRQ-PDNLQJ ,Q DGGLWLRQ -DQLV
 REVHUYHV WKDW JURXS-WKLQNLQJ XVXDOO\ DULVHV LQ WKH GHFLVLRQ-PDNLQJ SURFHVV
7KLV SXUH SXUVXLW RI FRQVHQVXV RU FRQIRUPLW\ LQ HQWU\ PRGH GHFLVLRQ-PDNLQJ PD\
GLVWUDFWPDQDJHUVIURPDQREMHFWLYHHYDOXDWLRQRIDOWHUQDWLYHYLHZSRLQWVDQGRSSUHVV
WKHLU DSSUHFLDWLRQ IRU LQQRYDWLYH LGHDV %DUNHPD DQG 6KY\UNRY  )XUWKHU
HYLGHQFH VKRZV WKDW FRQIOLFW DYRLGDQFH XQGHUPLQHV GHFLVLRQ TXDOLW\ DV IUHTXHQWO\
RQO\ SRVLWLYH VSLQ LV SUHVHQWHG E\ PDQDJHUV LQ RUJDQL]DWLRQDO GHFLVLRQ-PDNLQJ
(PPRQV  ,Q VXP WRR OLWWOH GLVVHQVLRQ IDLOV WR SURYLGH D FULWLFDO HYDOXDWLRQ
ZKLFKLQFUHDVHVWKHFKDQFHRIVHOHFWLQJDQLQDSSURSULDWHPRGHDQGOHDGVWR LQIHULRU
PRGHSHUIRUPDQFH  
8QGHUWKHFRQGLWLRQRIWRRPXFKGLVVHQVLRQHQWU\PRGHGHFLVLRQ-PDNHUVPD\EH
XQDEOHWRPRYHLQWRWKHQH[WVWDJHRIHIIHFWLYHLQIRUPDWLRQSURFHVVLQJLIWKH\DUHVWLOO
LQYROYHG LQ GLVDJUHHPHQWV DQG FRQWLQXLQJ GLVFXVVLRQV :RQJ DQG 7MRVYROG 
,QWHJUDWLQJKLJKO\GLYHUJHQWYLHZVDQGWKHUHE\IRUPXODWLQJDQRYHUDOO LQWHUSUHWDWLRQ
RIWKHHQWU\GHFLVLRQLVGLIILFXOW6XEVWDQWLDOHYLGHQFHLQ6'03UHVHDUFKVXJJHVWVWKDW
VWURQJGLVVHQVLRQLVXVXDOO\DVVRFLDWHGZLWKFRPPXQLFDWLRQIDLOXUH0LOOHUHWDO
2OVRQ HW DO  DQG D ORZ OHYHO RI FRPPLWPHQW :RQJ DQG 7MRVYROG  ,Q
VXP WRR PXFK GLVVHQVLRQ PDNHV LW GLIILFXOW WR LQWHJUDWH GLYHUVH YLHZV LQ PRGH
6'03V ZKLFK LQ WXUQ LV OLNHO\ WR GHFUHDVH LQIRUPDWLRQ SURFHVVLQJ VSHHG GHWHU
LQIRUPDWLRQH[FKDQJHDQGFDXVHGHFLVLRQTXDOLW\WRGHWHULRUDWH 
8QGHUWKHFRQGLWLRQRIPRGHUDWHGLVVHQVLRQERWKWKHGLYHUVLW\DQGXQLW\QHHGHG
IRUWKHFROOHFWLYHXQGHUVWDQGLQJRIDQHQWU\VLWXDWLRQFDQEHVDWLVILHG2UJDQL]DWLRQDO
OHDUQLQJ VWXGLHV )LRO  *QL]\ HW DO  KDYH VXSSRUWHG WKH YLHZ WKDW
VXFFHVVIXO GHFLVLRQ-PDNLQJ UHTXLUHV GHFLVLRQ-PDNHUV WR GHYHORS D FROOHFWLYH
XQGHUVWDQGLQJDQG LQFRUSRUDWH WKHQRYHODQGGLIIHUHQW DVSHFWV UHODWLQJ WRDEDODQFHG
6'03)LRO7KLVUHTXLUHPHQWLVGLIILFXOWWRPHHWZKHQWRRPXFKRUWRROLWWOH
GLVVHQVLRQ LV SUHVHQW %\ FRPSDULVRQ PRGHUDWH-OHYHO GLVVHQW LQ HQWU\ PRGH
GHFLVLRQ-PDNLQJ LQFRUSRUDWHV VXIILFLHQW FRJQLWLYH KHWHURJHQHLW\ DQG DOORZV IRU WKH
LQWHJUDWLRQ RI GLIIHUHQW YLHZV ZKLFK FRXOG DGGUHVV ERWK WKH TXDOLW\ DQG SDFH RI
LQIRUPDWLRQ SURFHVVLQJ LQ PRGH GHFLVLRQ-PDNLQJ DQG PD\ FRQWULEXWH WR VXSHULRU
PRGHSHUIRUPDQFH$FFRUGLQJWRWKHDUJXPHQWVDERYHZHSRVLWWKDW 
+\SRWKHVLV,QHQWU\PRGHGHFLVLRQ-PDNLQJWKHUHZLOOEHDFXUYLOLQHDUHIIHFWRI
GLVVHQVLRQRQHQWU\PRGHSHUIRUPDQFHVXFKWKDWPRGHUDWHOHYHOVRIGLVVHQVLRQZLOOEH
DVVRFLDWHGZLWKKLJK OHYHOVRIPRGHSHUIRUPDQFHZKLOHERWK ORZDQGKLJK OHYHOVRI
GLVVHQVLRQZLOOEHDVVRFLDWHGZLWKORZOHYHOVRIPRGHSHUIRUPDQFH  
 
0RGHUDWLQJK\SRWKHVLV 
7KH LQIRUPDWLRQ SURFHVVLQJ SHUVSHFWLYH VXJJHVWV WKDW WR EH HIIHFWLYH FRPSOH[
GHFLVLRQ-PDNLQJUHTXLUHVDODUJHUDQGPRUHGLYHUVHDPRXQWRILQIRUPDWLRQSURFHVVLQJ
WKDQ VLPSOH GHFLVLRQ-PDNLQJ GRHV *DOEUDLWK  7KLV FRQWLQJHQF\ VWDQFH
HPEUDFHVWKHEDODQFHEHWZHHQWKHQDWXUHRIWKHWDVNDQGWKHLQIRUPDWLRQSURFHVVLQJLW
UHTXLUHV/XRHWDO 
0RGHW\SHLVDNH\VWUDWHJLFGHFLVLRQIRULQWHUQDWLRQDOPDUNHWHUVDQGWKHFKRLFH
EHWZHHQ)',YVQRQ-)',PRGHVLVIXQGDPHQWDOWRPRGHGHFLVLRQ3DQDQG7VH
)', PRGHV UHSUHVHQW FRPSOH[ HQJDJHPHQW IRUPV DQG LQYROYH JUHDW XQFHUWDLQWLHV
'LPLWUDWRV HW DO  -RKDQVRQ DQG 9DKOQH  )', GHFLVLRQV UHTXLUH
PDQDJHULDO FRQVLGHUDWLRQ RI QRW RQO\ VWUDWHJLF LVVXHV LQFOXGLQJ IRUHLJQ PDUNHW VL]H
DQG SRWHQWLDO NQRZOHGJH WUDQVIHU VL]H RI LQYHVWPHQW SRWHQWLDO ORFN-LQ HIIHFWV DQG
PDQDJHPHQW H[SDWULDWLRQ EXW DOVR ORFDO RSHUDWLRQDO DUUDQJHPHQWV VLQFH ILUPV ZLOO
SDUWLDOO\ RU IXOO\ HQJDJH LQ IRUHLJQ YDOXH-DGGHG DFWLYLWLHV 3DQ DQG 7VH  ,Q
DGGLWLRQ ZKHQ HPSOR\LQJ )', PRGHV GHFLVLRQ-PDNHUV PXVW FRQVLGHU FRRUGLQDWLRQ
DFWLYLWLHVDQGSURFHVVHVDVZHOODVFRQWUROPHFKDQLVPVZKLFKGHILQHWKHUROHRIWKH
UHOHYDQWVXEVLGLDU\LQWKHRYHUDOOVXSSO\FKDLQRIWKHILUP%LUNLQVKDZDQG0RUULVRQ
)LODWRWFKHYHWDO  
)', UHTXLUHV GLYHUVH SURFHVVLQJ DQG ODUJH FKXQNV RI LQIRUPDWLRQ /XR HW DO
3DUD\LWDPDQG'RROH\WRDWWDLQKLJKOHYHOVRISHUIRUPDQFH$VGLVFXVVHG
DERYH ZKHQ WKH OHYHO RI GLVVHQVLRQ LV YHU\ KLJK RU YHU\ ORZ LW PD\ QRW OHDG WR
HIIHFWLYHLQWHUSUHWDWLRQLQDGHFLVLRQVLWXDWLRQ,IWKHHQWU\LQIRUPDWLRQOLQNHGWR)',
PRGHV FDQQRW EH V\QWKHVL]HG E\ HIILFDFLRXV LQIRUPDWLRQ SURFHVVLQJ EHWZHHQ
GHFLVLRQ-PDNHUV WKH HQWU\PRGHGHFLVLRQZLOOQRWEHZHOOXQGHUVWRRG $PDVRQDQG
6FKZHLJHU7KLVLVOLNHO\WRUHVXOWLQDQLQDSSURSULDWHHQWU\FKRLFHDQGLQIHULRU
PRGHSHUIRUPDQFH,QWKHVDPHYHLQPRGHUDWH-OHYHOGLVVHQVLRQPD\FRUUHVSRQGZLWK
VXSHULRU)',PRGHSHUIRUPDQFHEHFDXVHRIWKHOLQNEHWZHHQGHFLVLRQFRPSOH[LW\DQG
HIIHFWLYHLQIRUPDWLRQSURFHVVLQJ  
1RQ-)',PRGHV DUHSULPDULO\ WUDQVDFWLRQ-EDVHGHQWULHVZLWKSUHGLFWDEOH UHVXOWV
WKDWDUHUHODWLYHO\HDV\WRPDQDJH-RKDQVRQDQG9DKOQH6LQFHQRQ-)',PRGHV
UHTXLUHORZHUOHYHOVRILQIRUPDWLRQSURFHVVLQJDQLQFUHDVHLQGLVVHQVLRQIURPORZWR
PRGHUDWHPD\QRWSURPRWHPRGHSHUIRUPDQFHDVLWVXUSDVVHVWKHGHVLUHGOHYHO/XR
HW DO  )XUWKHUPRUH GLVFRUG DULVLQJ IURP QRQ-)', PRGH GHFLVLRQ-PDNLQJ LV
OLNHO\ WR EH LQWHUUXSWLYH FRXQWHUSURGXFWLYH DQG WLPH-FRQVXPLQJ EHFDXVH LW KLQGHUV
HIILFLHQW SURFHVVLQJ DQG FDXVHV GHOD\V ;LH HW DO  ,Q WHUPV RI XQGHUVWDQGLQJ
DQGHIILFLHQF\VLPSOHUGHFLVLRQVWHQGWRVXIIHUIURPPDQ\KHWHURJHQHRXVRSLQLRQV$
QXPEHURIXQLQWHQGHGFRQVHTXHQFHVUHJDUGLQJIULFWLRQVEHWZHHQGHFLVLRQ-PDNHUVDQG
DQLQFUHDVHLQRSSRUWXQLW\FRVWVDUHOLNHO\WRRFFXUOHDGLQJWRGHWHULRUDWLRQLQPRGH
SHUIRUPDQFH  
7KHUHIRUH WKH GLVVHQVLRQ-PRGH SHUIRUPDQFH UHODWLRQVKLS YDULHV EHWZHHQ )',
DQGQRQ-)',GHFLVLRQVEHFDXVHLQRUGHUWREHHIIHFWLYHWKHVHWZRPRGHW\SHVUHTXLUH
GLIIHUHQWPDJQLWXGHVRILQIRUPDWLRQSURFHVVLQJ)RU)',GHFLVLRQVPRGHUDWHOHYHOVRI
GLVVHQVLRQWKDWFRUUHVSRQGWRWKHHIIHFWLYHLQWHUSUHWDWLRQRIGHFLVLRQVLWXDWLRQVVDWLVI\
WKHDVVRFLDWHGKLJKGHPDQG IRU LQIRUPDWLRQSURFHVVLQJ DQGJHQHUDWH VXSHULRUPRGH
SHUIRUPDQFH )RU QRQ-)', GHFLVLRQV ZKLFK DUH VLPSOHU ORZ-OHYHO GLVVHQVLRQ PD\
PHHW WKH LQIRUPDWLRQ SURFHVVLQJ UHTXLUHPHQWV DQG OHDG WR KLJK-OHYHO PRGH
SHUIRUPDQFH %\ FRPSDULVRQ KLJK OHYHOV RI GLVVHQVLRQ DUH OLNHO\ WR H[FHHG WKH
GHVLUHG OHYHO IRU LQIRUPDWLRQ SURFHVVLQJ DQG PRGHUDWH OHYHOV RI GLVVHQVLRQ PD\
VDFULILFHHIILFLHQF\ LQERWKFDVHVPRGHSHUIRUPDQFHFDQEHUHGXFHG7KHUHIRUHZH
K\SRWKHVL]HWKDW 
 +\SRWKHVLV$Q)',YVQRQ-)',PRGHFKRLFHZLOOPRGHUDWHWKHFXUYLOLQHDU
UHODWLRQVKLS EHWZHHQ GLVVHQVLRQ DQG HQWU\ PRGH SHUIRUPDQFH )RU )', PRGH
GHFLVLRQV WKHHQWU\PRGHSHUIRUPDQFHZLOOEHKLJKHVWZKHQ WKH OHYHOVRIGLVVHQVLRQ
DUH PRGHUDWH IRU QRQ-)', PRGH GHFLVLRQV WKH HQWU\ PRGH SHUIRUPDQFH ZLOO EH
KLJKHVWDWORZOHYHOVRIGLVVHQVLRQ  
 
'DWDDQGPHWKRG 
8QLWRIDQDO\VLV 
$VWKHXQLWRIDQDO\VLVZHIRFXVRQWKHPRVWLPSRUWDQWLQWHUQDWLRQDOHQWU\PRGH
GHFLVLRQ IRU SULYDWHO\ RZQHG LQWHUQDWLRQDOL]HG &KLQHVH PDQXIDFWXULQJ ILUPV
,QIRUPDQWVZHUHDVNHGWRGHWHUPLQHWKHLUPRVWLPSRUWDQWLQWHUQDWLRQDOHQWULHVWKURXJK
DQ RYHUDOO DVVHVVPHQW LQFOXGLQJ WKH LPSRUWDQFH RI WKLV HQWU\ WR ILUP GHYHORSPHQW
WKH PDJQLWXGH RI WKH FRQVHTXHQFHV RI WKH HQWU\ RQ ILUP RSHUDWLRQV DQG WKH
VHULRXVQHVVRIGHOD\LQJWKHHQWU\LQWHUPVRIILUPJURZWK(OEDQQDDQG&KLOG
7KH PRVW LPSRUWDQW HQWU\ ZDV VRXJKW LQ RUGHU WR DWWDFK VWUDWHJLF ZHLJKW WR WKLV
LQWHUQDWLRQDO PRGH GHFLVLRQ FI +DPEULFN DQG 0DVRQ  3ULYDWHO\ RZQHG
&KLQHVH ILUPV ZHUH FKRVHQ EHFDXVH WKHLU GHFLVLRQ-PDNLQJ DQG EHKDYLRUV DVVRFLDWHG
ZLWK LQWHUQDWLRQDOL]DWLRQ KDYH EHHQ H[DPLQHG UDWKHU LQIUHTXHQWO\ DQG FRXOG EH
GLIIHUHQW IURP WKHLU VWDWH-RZQHG FRXQWHUSDUWV VLQFH WKH &KLQHVH JRYHUQPHQW
IUHTXHQWO\ LQWHUYHQHV LQ WKH LQWHUQDWLRQDOGHFLVLRQ-PDNLQJRI VWDWH-RZQHG ILUPV /LX
HWDO  
 
6DPSOHDQGGDWDFROOHFWLRQ 
$TXHVWLRQQDLUHZDVPDLOHG WRPHPEHUVRI WKH&KLQD&RXQFLO IRU3URPRWLRQRI
,QWHUQDWLRQDO 7UDGH &&3,7 ORFDWHG LQ WKH <DQJW]H 'HOWD 6KDQJKDL DQG =KHMLDQJ
SURYLQFHDQGWKHFDSLWDORI&KLQD%HLMLQJ&&3,7DQRQ-JRYHUQPHQWDORUJDQL]DWLRQ
UHSUHVHQWVLQWHUQDWLRQDOL]HG&KLQHVHILUPV7KHVHOHFWHGUHJLRQVDUHDPRQJWKH
PRVW DFWLYH DUHDV IRU &KLQHVH LQWHUQDWLRQDO EXVLQHVV DFWLYLWLHV ZKLFK DFFRXQW IRU
QHDUO\  RI WRWDO SURYLQFLDO RXWZDUG )', VWRFN  RI RXWZDUG LQYHVWRUV
02)&20DDQGRIWKHYDOXHRIH[SRUWVIURP&KLQD02)&20E
7KHTXHVWLRQV LQ WKLV VXUYH\ZHUHGHULYHG IURP SUHYLRXVO\ GHYHORSHG VFDOHVZKLFK
ZHUHUHILQHGDQGILQDOL]HGEDVHGRQWKHVXJJHVWLRQVRIIRXUDFDGHPLFVDQG&KLQHVH
PDQDJHUV)ROORZLQJSULRUVWXGLHVFRQGXFWHGLQ&KLQDHJ'DYLHVDQG:DOWHUV
/XRDQLQGHSHQGHQWFRQWUDFWRUZKRKDGDFORVHFRQQHFWLRQZLWK&&3,7ZDV
HPSOR\HGWRIDFLOLWDWHWKHDFFHVVLELOLW\WRUHVSRQGHQWVDQGLPSURYHUHVSRQVHUDWHVLQ
HPHUJLQJ PDUNHWV $IWHU VFUHHQLQJ RXW VWDWH-RZQHG ILUPV DQG WUDGH DQG VHUYLFH
FRPSDQLHVDILQDOSRRORISULYDWHO\RZQHGPDQXIDFWXULQJILUPVZDVJHQHUDWHG 
7KH TXHVWLRQQDLUH ZDV VHQW WR  ILUPV WKDW ZHUH UDQGRPO\ VHOHFWHG IURP WKH
VDPSOHIUDPH7KLVQXPEHUZDVFKRVHQIRULWVVWDWLVWLFDOVLJQLILFDQFHDVZHOODVFRVW
FRQVLGHUDWLRQV$VHFRQGPDLOLQJZDVGLVSDWFKHGWRWKRVHILUPVWKDWGLGQRWUHSO\IRXU
ZHHNV DIWHU WKH ILUVWPDLOLQJ%HWZHHQ WKH WZR PDLOLQJV UHPLQGHUSKRQHFDOOV ZHUH
DOVRSODFHG:HHPSOR\HGDNH\LQIRUPDQWPHWKRGWRWDUJHWWKHILUPRZQHU&(2RU
WRS-OHYHO PDQDJHU UHVSRQVLEOH IRU LQWHUQDWLRQDO RSHUDWLRQV 8OWLPDWHO\ ZH UHFHLYHG
TXHVWLRQQDLUHVUHVSRQVHUDWHRIRXWRIZKLFKUHSOLHVZHUHLGHQWLILHGWR
EH XVHDEOH 7KLV KLJK UHVSRQVH UDWH ZDV DWWULEXWHG WR WKH FDUHIXO SUHSDUDWLRQ DQG
H[HFXWLRQRIWKHVXUYH\DQGWKHVWURQJVRFLDOFDSLWDORIWKHFRQWUDFWRU 
:HILUVWDVVHVVHGWKHUHSUHVHQWDWLYHQHVVRIRXUVDPSOHWKURXJKDW-WHVWRINH\ILUP
FKDUDFWHULVWLFVLQFOXGLQJQXPEHURIHPSOR\HHVDQG\HDUVRIRSHUDWLRQS S 
 UHVSHFWLYHO\EHWZHHQ WKHILQDOVDPSOHXVHGDQG WKHSRRORI WKHVDPSOHIUDPH
7KHUHZHUHQRVLJQLILFDQWGLIIHUHQFHVLQWKHVHFKDUDFWHULVWLFVEHWZHHQWKHWZRJURXSV
RI ILUPV ,Q DGGLWLRQ WKH SRWHQWLDO JHRJUDSKLF HIIHFW DQG QRQ-UHVSRQVH ELDV ZHUH
DVVHVVHG WKURXJKD W-WHVWRI ILUPUHYHQXHV \HDUVRI LQWHUQDWLRQDORSHUDWLRQVEHWZHHQ
WKH<DQJW]H'HOWDDQG%HLMLQJ S S  UHVSHFWLYHO\ DQGHDUO\ DQG ODWH
UHVSRQVHV S    S    UHVSHFWLYHO\ FRUUHVSRQGLQJ WR WKH ILUVW DQG VHFRQG
PDLOLQJV$UPVWURQJDQG2YHUWRQ7KHUHVXOWVVXJJHVWWKDWWKHORFDWLRQHIIHFW
DQGQRQ-UHVSRQVHELDVDUHQHJOLJLEOH  
2YHU  RI IRUHLJQ PDUNHW HQWULHV RFFXUUHG IROORZLQJ &KLQD¶V :RUOG 7UDGH
2UJDQL]DWLRQ :72 HQWU\ ZKLFK LV FRQVLGHUHG WR KLJKOLJKW D QHZ VWDJH IRU WKH
LQWHUQDWLRQDOL]DWLRQ RI SULYDWH &KLQHVH ILUPV 9RVV HW DO  7KLV FRQFHQWUDWLRQ
UHGXFHV WKH SRWHQWLDO HIIHFW RI GHFLVLRQ-PDNLQJ WLPH RQ GHFLVLRQ RXWFRPHV 7KH
UHWURVSHFWLYH ELDV UHJDUGLQJ WLPH GLIIHUHQFH EHWZHHQ GHFLVLRQ-PDNLQJ DQG UHSRUWLQJ
FDQEHDSRWHQWLDOWKUHDW WRWKHYDOLGLW\RIDFURVV-VHFWLRQDO6'03VWXG\+XEHUDQG
3RZHU0LOOHUHWDOLQWKLVVWXG\WKHWLPHGLIIHUHQFHIRUWKHPDMRULW\RI
RXUVDPSOHLVEHWZHHQRQHDQGWZR\HDUV7KLVLVVXIILFLHQWWLPHIRUWKHHIIHFW
RI WKHHQWU\PRGHGHFLVLRQ WRHPHUJHDQGGRHVQRW FUHDWHDQ\VHULRXV UHWURVSHFWLYH
GLIILFXOW\ FI 'HDQ DQG 6KDUIPDQ  ,Q DGGLWLRQ ZH LQFRUSRUDWHG D FRQWURO
YDULDEOH WR FDSWXUH WKHSRWHQWLDO WLPH-ODJHIIHFW EHWZHHQPRGHGHFLVLRQ-PDNLQJ DQG
UHSRUWLQJRIPRGHSHUIRUPDQFH0LOOHUHWDO 
 
2SHUDWLRQDOL]DWLRQRIYDULDEOHV 
'HSHQGHQW YDULDEOH :H XVHG D ILYH-LWHP VHYHQ-SRLQW /LNHUW VFDOH &URQEDFK¶V
DOSKD    FRPSRVLWH UHOLDELOLW\    WR PHDVXUH HQWU\ PRGH SHUIRUPDQFH
5HVSRQGHQWVZHUHDVNHGWRDVVHVVWKHGHJUHHRIVDWLVIDFWLRQ YHU\GLVVDWLVILHG 
YHU\VDWLVILHGUHJDUGLQJWKHLQWHUQDWLRQDOHQWU\PRGHXVHGLQUHODWLRQWR WKHRYHUDOO
REMHFWLYHVRIWKHHQWU\PRGHGHFLVLRQ WKHOLQNDJHVDFKLHYHGZLWKORFDOSDUWQHUV WKH
HQKDQFHPHQWRIWKHILUP¶VFRPSHWLWLYHSRVLWLRQWKHVXFFHVVLQOHDUQLQJFULWLFDOVNLOOV
RUFDSDELOLWLHVDQG WKHRYHUDOOGHFLVLRQ-PDNLQJHIIHFWLYHQHVV7KHPHDVXUHVFDSWXUH
WKHGHFLVLRQ-PDNLQJOHYHOPRGHSHUIRUPDQFHZLWKOHYHOVEDVHGRQ.DOHHWDO
DQG:DOWHUHWDO  
:H XVHG VXEMHFWLYH UDWKHU WKDQ REMHFWLYH PHDVXUHV IRU HQWU\ PRGH SHUIRUPDQFH
IRU WKUHH UHDVRQV )LUVW WKHUH DUH QR ZHOO-GRFXPHQWHG PHDVXUHV UHJDUGLQJ YDOLG
REMHFWLYHPHDVXUHPHQWV IRUGHFLVLRQ-OHYHOSHUIRUPDQFH'HDQDQG6KDUIPDQ
6HFRQGVXEMHFWLYHSHUIRUPDQFHPHDVXUHVZRUNZHOOLQERWK6'03DQGLQWHUQDWLRQDO
HQWU\PRGHVWXGLHV%URXWKHUVHWDO3ULHPHWDO7KLUGSULYDWH&KLQHVH
ILUPV DUH XQOLNHO\ WR UHSRUW ILQDQFLDO LQGLFDWRUV GXULQJ LQWHUYLHZV LQ D SLORW VWXG\
EHIRUHWKHDFWXDOVXUYH\ 
,QGHSHQGHQW YDULDEOH 3UREOHP-VROYLQJ GLVVHQVLRQ ZDV PHDVXUHG XVLQJ D
WKUHH-LWHPVHYHQ-SRLQW/LNHUWVFDOH&URQEDFK¶VDOSKD FRPSRVLWHUHOLDELOLW\ 
GUDZQIURP3DSDGDNLVHWDODQG3HOOHGHWDO5HVSRQGHQWVZHUH
DVNHG WR DVVHVV WKH H[WHQW RI GLVVHQVLRQ    QRW DW DOO    YHU\ PXFK RQ WKH
REMHFWLYHVVRXJKWE\WKHHQWU\PRGHGHFLVLRQWKHSURSHUPHWKRGRORJ\WRIROORZDQG
WKHSURSHUVROXWLRQWRWKHSUREOHP 
0RGHUDWRU :H PHDVXUHG WKH PRGHUDWRU )', YV QRQ-)', GHFLVLRQV XVLQJ D
GLFKRWRPRXVVFDOH%DVHGRQWKHUHSOLHVRILQIRUPDQWVUHJDUGLQJWKHHQWU\PRGHWKDW
WKH\XVHG ZHFRGHG MRLQW YHQWXUHV DQGZKROO\ RZQHG VXEVLGLDULHV LQWR)', DV ³´
DQGH[SRUWLQJOLFHQVLQJDQGIUDQFKLVLQJFRQWUDFWVLQWRQRQ-)',DV³´ 
&RQWUROV:HHPSOR\HG FRQWUROYDULDEOHV )LUVWZHXVHG WZRYDULDEOHV ILUP
VL]H DQG ILUP WXUQRYHU LQ WKH ODVW \HDU EHIRUH WKH HQWU\ WKDW FDSWXUH WKH SRWHQWLDO
LPSDFW RI UHVRXUFH VXIILFLHQF\ RQ SHUIRUPDQFH :DOWHU HW DO  )LUP VL]H ZDV
PHDVXUHGE\WKHQDWXUDO ORJDULWKPRIWKHQXPEHURIHPSOR\HHV:LWKUHJDUGWRILUP
WXUQRYHU LQ WKH ODVW \HDU EHIRUH HQWU\ UHVSRQGHQWV ZHUH DVNHG WR FKRRVH D WXUQRYHU
UDQJH ZLWKLQ WKH UHYHQXH FODVVLILFDWLRQ SURYLGHG $FFRUGLQJ WR WKH &KLQHVH
JRYHUQPHQW¶V FODVVLILFDWLRQ RI UHYHQXH EHWZHHQ PLFUR- VPDOO- PHGLXP- DQG
ODUJH-VL]HGPDQXIDFWXULQJEXVLQHVVHVILUPWXUQRYHUZDVFRGHG³´ZKHQLWZDVXQGHU
50%̞PLOOLRQ³´ZKHQLWZDVEHWZHHQ50%̞PLOOLRQDQG50%̞PLOOLRQ
³´ZKHQLWZDVEHWZHHQ50%̞PLOOLRQDQG50%̞PLOOLRQDQG³´ZKHQLW
ZDV50%̞PLOOLRQDQGRYHU 
6HFRQGEDVHGRQ UHSOLHV WR WKHTXHVWLRQRQ WKH ³SULPDU\ LQGXVWU\ LQZKLFK WKH
ILUP RSHUDWHV´ ZH ZHUH DEOH WR FDWHJRUL]H ILUPV LQWR IRXU JURXSV HOHFWURQLFV
FKHPLFDOV WH[WLOHV DQG RWKHUV WKH ILUVW WKUHH DFFRXQWHG IRU RYHU  RI WKH ILUPV
LQYHVWLJDWHG7KUHHGXPP\YDULDEOHVZHUHWKHQHPSOR\HGWRFRQWUROIRUWKHSRWHQWLDO
LPSDFW RI LQGXVWU\ GLIIHUHQFHV RQ PRGH GHFLVLRQ-PDNLQJ %URXWKHUV DQG %URXWKHUV
  
7KLUGZHSURYLGHGILYHFKRLFHVRIPRWLYHVIRUWKLVLQWHUQDWLRQDOHQWU\LQFOXGLQJ
PDUNHW-VHHNHUV VWUDWHJLF DVVHW-VHHNHUV QDWXUDO UHVRXUFH-VHHNHUV
FRPSHWLWRUFXVWRPHU-IROORZHUV DQG RWKHU PRWLYHV WKH ILUVW IRXU FRQVWLWXWH WKH PDLQ
PRWLYHV IRU &KLQHVH ILUPV WR HQWHU IRUHLJQ PDUNHWV /X HW DO  DQG SOD\ DQ
LPSRUWDQW UROH LQ WKHPRGHFKRLFHRI&KLQHVH ILUPV 6KLHW DO)RXUGXPP\
YDULDEOHVZHUHWKHQXVHGWRPHDVXUHWKHVHIRXUPRWLYHV 
)RXUWK ZH LQFOXGHG WZR GHPRJUDSKLF YDULDEOHV IRU GHFLVLRQ-PDNHUV DJH DQG
LQWHUQDWLRQDOH[SHULHQFHDVWKH\SDUWLDOO\UHIOHFW WKHLQIRUPDWLRQSURFHVVLQJFDSDFLW\
RIGHFLVLRQ-PDNHUVIRUPRGHGHFLVLRQ-PDNLQJ+HUUPDQQDQG'DWWD)ROORZLQJ
5DOVWRQ HW DO  WKH DJH RI WKH GHFLVLRQ-PDNHU ZDV PHDVXUHG WKURXJK D
FDWHJRULFDO YDULDEOH FRGHG ³´ ZKHQ PDQDJHUV ZHUH  RU \RXQJHU ³´ ZKHQ WKH\
ZHUH EHWZHHQ  DQG  DQG ³´ ZKHQ WKH\ ZHUH  RU ROGHU 7KH LQWHUQDWLRQDO
H[SHULHQFHRIWKHGHFLVLRQ-PDNHUZDVPHDVXUHGE\WKHWRWDOQXPEHURI\HDUVVSHQWRQ
DVVLJQPHQWVDEURDGVWXG\DEURDGDQGZRUNLQDIRUHLJQXQLW  
)LIWK HQYLURQPHQWDO DVSHFWV LQ WKH KRVW FRXQWU\ LQ WHUPV RI VWDELOLW\ DQG
PXQLILFHQFH DUH LPSRUWDQW ORFDWLRQ DGYDQWDJHV LQ 'XQQLQJ¶V IUDPHZRUN 'XQQLQJ
DQGDUHOLNHO\WREHFULWLFDOIRUPRGHFKRLFHDQGSHUIRUPDQFH%URXWKHUVHWDO
,QWKLVVWXG\HQYLURQPHQWDOXQFHUWDLQW\&URQEDFK¶VDOSKD FRPSRVLWH
UHOLDELOLW\ ZDVPHDVXUHG WKURXJK WKUHHVHYHQ-SRLQW/LNHUW LWHPVGUDZQIURP
%URXWKHUVHWDOLWDGGUHVVHGWKHH[WHQW QRWDWDOO YHU\PXFKRIWKH
JHQHUDO XQFHUWDLQW\ RI WKH SROLWLFDO VRFLDO DQG HFRQRPLF FRQGLWLRQV RI WKH KRVW
FRXQWU\ ULVN RI FRQYHUWLQJ DQG UHSDWULDWLQJ WKH LQFRPH RI WKH ILUP DQG ULVN GXH WR
SRVVLEOHKRVWJRYHUQPHQWDFWLRQV VXFKDV H[SURSULDWLRQ(QYLURQPHQWDOPXQLILFHQFH
&URQEDFK¶VDOSKD FRPSRVLWHUHOLDELOLW\ ZDVGHYHORSHGE\.KDQGZDOOD
DQGPHDVXUHGE\DVFDOHRIWKUHHVHYHQ-SRLQW/LNHUWLWHPVDGGUHVVLQJWKHHDVH
RI VXUYLYDO    QRW DW DOO    YHU\ PXFK LQ WKH IRUHLJQ PDUNHW ULFKQHVV RI
RSSRUWXQLWLHV LQ WKH HQYLURQPHQW DQG GRPLQDQFH E\ WKH ILUP LQ WKH IRUHLJQ
HQYLURQPHQW  
6L[WKSV\FKLFGLVWDQFHUHIHUVWRSHUFHLYHGVRFLDOHFRQRPLFDQGOHJDOGLIIHUHQFHV
EHWZHHQ WKHKRPHDQG WKH IRUHLJQFRXQWU\HQWHUHGDQG LV DQ LPSRUWDQWSUHGLFWRURI
HQWU\SHUIRUPDQFH(YDQVDQG0DYRQGR'UDZQIURP.OHLQDQG5RWK
SV\FKLFGLVWDQFHZDVPHDVXUHGE\ILYHVHYHQ-SRLQW/LNHUWLWHPV&URQEDFK¶VDOSKD 
FRPSRVLWHUHOLDELOLW\ 5HVSRQGHQWVZHUHDVNHGWRDVVHVVWKHH[WHQW 
QRW DW DOO    YHU\ PXFK RI GLVVLPLODULWLHV EHWZHHQ WKH WZR FRXQWULHV LQ WHUPV RI
ODQJXDJH HVWDEOLVKHG EXVLQHVV SUDFWLFHV HFRQRPLF HQYLURQPHQW FRPPXQLFDWLRQ
LQIUDVWUXFWXUHDQGWKHOHJDOV\VWHPDWWKHWLPHRILQWHUQDWLRQDOHQWU\  
6HYHQWKORFDOH[SHULHQFHDQGOLQNDJHVLQWKHKRVWFRXQWU\SURYLGHHQWUDQWVZLWK
ILUP-VSHFLILFDGYDQWDJHVDQGLPSRUWDQWLQIRUPDWLRQFKDQQHOV6KLHWDO&KHQHW
DO  /RFDO H[SHULHQFH LQ WKH KRVW FRXQWU\ ZDV PHDVXUHG E\ D WZR-LWHP
VHYHQ-SRLQWVFDOH &URQEDFK¶VDOSKD FRPSRVLWHUHOLDELOLW\ GHYHORSHG
E\6KLHWDOWRPHDVXUHWKHH[WHQW QRWDWDOO YHU\PXFKRIWKHILUP¶V
IDPLOLDULW\ ZLWK WKH IRUHLJQ FRXQWU\ DQG LWV RSHUDWLRQDO NQRZ-KRZ LQ WKDW FRXQWU\
EHIRUHLQWHUQDWLRQDOHQWU\'UDZQIURP&KHQHWDODQG=KDRDQG+VX
ORFDO OLQNDJHV ZHUH PHDVXUHG E\ D IRXU-LWHP VHYHQ-SRLQW /LNHUW VFDOH &URQEDFK¶V
DOSKD    FRPSRVLWH UHOLDELOLW\    WKDW DVVHVVHG WKH VLJQLILFDQFH UHODWLYH WR
GHFLVLRQ-PDNLQJ     QRW VLJQLILFDQW    YHU\ VLJQLILFDQW RI IRXU RI WKH
LQWHUQDWLRQDO HQWUDQWV¶ FRQQHFWLRQ W\SHV LQFOXGLQJ ILUPV IURP SUHYLRXV EXVLQHVV
UHODWLRQVKLSV WKH RYHUVHDV HWKQLF &KLQHVH FRPPXQLW\ ORFDO JRYHUQPHQW DQG
SLRQHHULQJHWKQLF&KLQHVHILUPVIURPWKHVDPHLQGXVWU\  
(LJKWKZHIRXQG6'03FKDUDFWHULVWLFVWREHLPSRUWDQWWRPRGHSHUIRUPDQFH-L
DQG 'LPLWUDWRV  FRQWUROOLQJ IRU WKH HIIHFWV RI WZR NH\ 6'03 YDULDEOHV
GHFLVLRQUDWLRQDOLW\DQGKLHUDUFKLFDOFHQWUDOL]DWLRQ'HFLVLRQUDWLRQDOLW\ZDVPHDVXUHG
E\ D ILYH-LWHP VHYHQ-SRLQW /LNHUW VFDOH &URQEDFK¶V DOSKD    FRPSRVLWH
UHOLDELOLW\ GUDZQIURP'HDQDQG6KDUIPDQ5HVSRQGHQWVZHUHDVNHGWR
DVVHVV WKH H[WHQW    QRW DW DOO    YHU\ PXFK RI UHOHYDQW LQIRUPDWLRQ JDWKHULQJ
DQDO\VLV RI UHOHYDQW LQIRUPDWLRQ XVH RI DQDO\WLF WHFKQLTXHV IRFXV RI DWWHQWLRQ RQ
FUXFLDO LQIRUPDWLRQ DQG RYHUDOO HYDOXDWLRQ RI DQDO\WLF LQWHQVLYHQHVV UHJDUGLQJ WKH
HQWU\PRGHGHFLVLRQ-PDNLQJSURFHVV+LHUDUFKLFDOFHQWUDOL]DWLRQZDVPHDVXUHGE\D
ILYH-LWHPVHYHQ-SRLQW/LNHUW VFDOH &URQEDFK¶VDOSKD FRPSRVLWH UHOLDELOLW\ 
GUDZQIURP:DOO\DQG%DXP,QIRUPDQWVZHUHDVNHGWRDVVHVVWKHH[WHQW
   QRW DW DOO    YHU\ PXFK RI GHOHJDWLRQ LQ WKLV GHFLVLRQ QHFHVVLW\ RI
FRQVHQVXV-VHHNLQJDPRQJJURXSPHPEHUVQHFHVVLW\RIMXVWLILFDWLRQIRUGHFHQWUDOL]HG
GHFLVLRQ-PDNLQJ LQDELOLW\ WR FRQWURO WKH GHFLVLRQ-PDNLQJ SURJUHVV DQG KLHUDUFKLFDO
OHYHOVLQPRGHGHFLVLRQ-PDNLQJ 
1LQWKWRFRQWUROIRUWKHWLPH-ODJHIIHFWRQHQWU\SHUIRUPDQFH0LOOHUHWDO
ZHHPSOR\HGDYDULDEOHIURPWKHWLPHRIWKHHQWU\GHFLVLRQZKLFKZDVPHDVXUHGE\
WKHQXPEHURI\HDUVHODSVHGEHWZHHQWKHGHFLVLRQ-PDNLQJDQGWKHUHSRUWLQJRIPRGH
SHUIRUPDQFH  
7HVW±UHWHVWUHOLDELOLW\VWDELOLW\7RH[DPLQHZKHWKHUWKHUHSOLHVUDQVWHDGLO\RYHU
WLPHZHFRPSDUHGRXUGDWDZLWKWKHDQVZHUVIURPIROORZ-XSSKRQHFDOOVWR
RIUHVSRQGHQWILUPVFRQFHUQLQJWKHLUHQWU\PRGHFKRLFHVQXPEHURIHPSOR\HHVDQG
\HDUVRIEXVLQHVVRSHUDWLRQV7KHUHZDVKLJKFRQVLVWHQF\EHWZHHQHDUO\TXHVWLRQQDLUH
DQGODWHSKRQHFDOODQVZHUVSKL IRUHQWU\PRGHV3HDUVRQU IRUQXPEHU
RIHPSOR\HHVDQG3HDUVRQU IRU\HDUVRIRSHUDWLRQV 
,QWHUQDOFRQVLVWHQF\$VDWLVIDFWRU\GHJUHHRILQWHUQDOFRQVLVWHQF\ZDVPHWDVDOO
YDOXHVRIWKH&URQEDFK¶VDOSKDDQGFRPSRVLWHUHOLDELOLW\ZHUHKLJKHUWKDQ)RUQHOO
DQG/DUFNHU  
&RQVWUXFWYDOLGLW\&RQYHUJHQWDQGGLVFULPLQDQWYDOLGLWLHVZHUHH[DPLQHGWKURXJK
D FRQILUPDWRU\ IDFWRU DQDO\VLV RI DOO PXOWL-LWHP FRQVWUXFWV $QGHUVRQ DQG *HUELQJ
7KH UHVXOWV VKRZ WKDW WKHRYHUDOOPHDVXUHPHQWPRGHO ILW WKHGDWD IDLUO\ZHOO
߯ଶȀ݂݀  JRRGQHVVRIILWLQGH[ FRPSDUDWLYHILWLQGH[ URRWPHDQ
VTXDUHHUURURIDSSUR[LPDWLRQ QRUPHGILWLQGH[ QRQ-QRUPHGILWLQGH[ 
7KHORDGLQJVRIDOOLWHPVZHUHVLJQLILFDQWLQWKHLUDVVRFLDWHGODWHQWFRQVWUXFWV
ZLWK WKH ORZHVW W-YDOXH EHLQJ  ZKLFK FRQILUPHG WKH VDWLVIDFWRU\ FRQYHUJHQW
YDOLGLW\RIWKHFRQVWUXFWV LQ WKHPRGHO'LVFULPLQDQWYDOLGLW\ZDVDOVRGHHPHGWREH
SUHVHQWEHFDXVHQRQHRI WKHFRQILGHQFH LQWHUYDOV  WZRVWDQGDUGHUURUVDURXQG WKH
FRUUHODWLRQHVWLPDWHSKLYDOXHEHWZHHQWKHSDLUZLVHFRQVWUXFWVLQFOXGHG$QGHUVRQ
DQG*HUELQJ 
&RPPRQ PHWKRG ELDV :H WRRN VHYHUDO PHDVXUHV WR GHWHFW DQG FRQWURO IRU WKH
SRWHQWLDOWKUHDWRIFRPPRQPHWKRGYDULDQFH)LUVWIROORZLQJ3RGVDNRIIHWDO
ZHGHOLEHUDWHO\FRQWUROOHGIRUWKLVXQGHVLUHGHIIHFWLQWKHLQVWUXPHQWGHVLJQDQGGDWD
FROOHFWLRQVWDJHVWKURXJKDVHSDUDWLRQRIWKHLQGHSHQGHQWDQGGHSHQGHQWYDULDEOHVLQWR
GLIIHUHQWVHFWLRQVDQGSDJHVRIWKHTXHVWLRQQDLUHDUHYHUVDORIVRPHLWHPDQFKRUVDQG
DQDVVXUDQFHRIDQRQ\PLW\DQGFRQILGHQWLDOLW\WRLQIRUPDQWV  
6HFRQG D FRUUHODWLRQDO PDUNHU WHFKQLTXH ZDV XWLOL]HG WR H[DPLQH WKLV SRVVLEOH
ELDV /LQGHOO DQG :KLWQH\  :H LQWURGXFHG D PDUNHU YDULDEOH HQWLWOHG
³PDQXIDFWXULQJ DGYDQWDJHV´ ZKLFK VKDUHG WKH VDPH /LNHUW VFDOH DQG ZDV
WKHRUHWLFDOO\XQUHODWHG WR WKHFRQVWUXFWV RI LQWHUHVW 7KHSDLUZLVH FRUUHODWLRQVRI WKH
FRQVWUXFWV VWXGLHG ZHUH FRPSDUHG ZLWK WKHLU FRXQWHUSDUWV LQ WKH SDUWLDO FRUUHODWLRQ
PDWUL[SDUWLDOOLQJRXW WKHPDUNHU:HIRXQG WKDW WKHUHZDVQRVLJQLILFDQWGLIIHUHQFH
EHWZHHQWKHUHVSHFWLYHFRUUHODWLRQPDWULFHVDQGWKHVLJQLILFDQFHOHYHORIFRHIILFLHQWV
ZDVXQFKDQJHGFI*DEULHOVVRQHWDO  
7KLUG ZH HPSOR\HG D FRQILUPDWRU\ IDFWRU DQDO\VLV DSSURDFK VXJJHVWHG E\
3RGVDNRIIHWDOSE\FRQWUROOLQJIRUWKHHIIHFWVRIDVLQJOHXQPHDVXUHG
ODWHQWPHWKRGIDFWRU$PHWKRGIDFWRUZLWKDOORIWKHPHDVXUHVRIPXOWL-LWHPFRQVWUXFWV
DV LQGLFDWRUVZDVDGGHG WR WKHPHDVXUHPHQWPRGHO-REOLTXHDQGZDV WKHQFRPSDUHG
ZLWKWKHPHDVXUHPHQWPRGHO7KHPRGHOILW߯ଶȀ݂݀   FRPSDUDWLYHILWLQGH[ 
QRUPHGILWLQGH[ QRQ-QRUPHGILWLQGH[ VKRZHGWKDWWKHPHWKRG
IDFWRU LPSURYHG WKH PHDVXUHPHQW PRGHO ILW EXW WKH GLIIHUHQFH EHWZHHQ WKH WZR
PRGHOVZDVQRWVXEVWDQWLDOLQFUHDVHLQUKR :DOWHUHWDO&ROOHFWLYHO\
RXUHYLGHQFHVXJJHVWVWKDWFRPPRQPHWKRGYDULDQFHGLGQRWDIIHFWWKHILQGLQJVRIWKH
VWXG\ 
 
$QDO\VLVILQGLQJVDQGGLVFXVVLRQ 
&KDUDFWHULVWLFVRILQIRUPDQWVDQGUHVSRQGLQJILUPV  
,QWKLVUHVHDUFKRINH\LQIRUPDQWVZHUH&(2VRUPDQDJLQJGLUHFWRUVDQG
WKH UHPDLQGHU ZHUH PDLQO\ VDOHV RU SURGXFWLRQ GLUHFWRUVPDQDJHUV 0RVW RI WKHP
 ZHUH XQGHU  \HDUV RI DJH DQG RQ DYHUDJH KDG EHHQ ZRUNLQJ ZLWK WKH
FXUUHQWILUPIRU\HDUV7KHVHILUPVZHUHUHODWLYHO\VPDOOZLWKDQDYHUDJHRI
HPSOR\HHV ,Q OLQH ZLWK WKH ILQGLQJV RI 5DPDVDP\ HW DO  RYHU  RI
UHVSRQGLQJ&KLQHVHILUPVLQGLFDWHGWKDWWKHLULQWHUQDWLRQDOH[SDQVLRQVZHUHPRWLYDWHG
E\RSSRUWXQLWLHVLQIRUHLJQPDUNHWV7KHIRFDOHQWU\PRGHGHFLVLRQVLQFOXGHG)',
DQGQRQ-)',FKRLFHVVXJJHVWLQJWKDWPRVWRIWKHILUPVZHUHVWLOODWDQHDUO\VWDJH
RILQWHUQDWLRQDOL]DWLRQ 
 
6WDWLVWLFDODQDO\VLV 
7KLVVWXG\HPSOR\HGKLHUDUFKLFDORUGLQDU\OHDVWVTXDUHV2/6UHJUHVVLRQWRFDUU\
RXW WKH DQDO\VHV DQG WHVW WKH K\SRWKHVHV ,Q RUGHU WR FRQWURO IRU WKH FROOLQHDULW\
EHWZHHQYDULDEOHVDQG WKHLU LQWHUDFWLRQV LQ WKHHTXDWLRQ $LNHQDQG:HVWDOO
YDULDEOHVH[FHSWWKHFDWHJRULFDOYDULDEOHVZHUHVWDQGDUGL]HGSULRUWRWKHDQDO\VHV 
 
)LQGLQJVDQGGLVFXVVLRQ 
)LQGLQJV 'HVFULSWLYH VWDWLVWLFV DQG WKH FRUUHODWLRQ PDWUL[ IRU WKH YDULDEOHV RI
LQWHUHVW DUHSUHVHQWHG LQ7DEOH ,Q WKHPDWUL[QRFRUUHODWLRQFRHIILFLHQW LVKLJKHU
WKDQDQGWKHLQGLFDWRURIYDULDQFHLQIODWLRQIDFWRUVLVFORVHWR,WDSSHDUVWKDW
WKHFROOLQHDULW\HIIHFWRI WKHUHJUHVVLRQYDULDEOHV LVQRWVXEVWDQWLDO FI1HWHUHWDO
  
,QVHUW7DEOHKHUH 
,Q7DEOHZHGLVSOD\ WKH UHVXOWVRI WKHKLHUDUFKLFDO2/6UHJUHVVLRQV 7R WHVW
WKHK\SRWKHVL]HGFXUYLOLQHDUHIIHFWRIGLVVHQVLRQDQGWKHPRGHUDWLQJHIIHFWRI)',YV
QRQ-)', GHFLVLRQV RQ WKLV FXUYLOLQHDU DVVRFLDWLRQ ZH IROORZHG WKH SURFHGXUHV
VXJJHVWHGE\-DQVVHQ ,QWRWDOVL[UHJUHVVLRQPRGHOVEHWZHHQ0RGHO$DQG
0RGHO)ZHUHUXQ,QEDVH0RGHO$WKHHIIHFWVRIDOOWKHFRQWUROYDULDEOHVRQPRGH
SHUIRUPDQFH ZHUH H[DPLQHG 7KH DGGLWLRQ RI WKH YDULDEOH RI GLVVHQVLRQ DQG WKH
VTXDUHG GLVVHQVLRQ WHUP LQWR WKH EDVH PRGHO FRQVWLWXWHG 0RGHO % DQG 0RGHO &
UHVSHFWLYHO\ 7KH PRGHUDWRU QDPHO\ )', YV QRQ-)', GHFLVLRQ DQG LWV OLQHDU
LQWHUDFWLRQ ZLWK GLVVHQVLRQ ZHUH VXEVHTXHQWO\ HQWHUHG LQWR WKH HTXDWLRQ WR IRUP
0RGHO'DQG0RGHO(UHVSHFWLYHO\,QWKHILQDOPRGHO0RGHO)WKHLQWHUDFWLRQWHUP
EHWZHHQ WKH VTXDUHG GLVVHQVLRQ DQG WKH PRGHUDWRU ZDV LQFOXGHG WR WHVW WKH
K\SRWKHVLV WKDW WKH FXUYLOLQHDU DVVRFLDWLRQ EHWZHHQ GLVVHQVLRQ DQG PRGH
SHUIRUPDQFHLVPRGHUDWHGE\)',UDWKHUWKDQQRQ-)',GHFLVLRQ 
7KH)-VWDWLVWLFVWKDWUHIOHFWWKHRYHUDOOPRGHOILWDUHKLJKO\VLJQLILFDQWIRUDOO VL[
UHJUHVVLRQ PRGHOV FRQILUPLQJ WKH RYHUDOO UREXVWQHVV RI DOO PRGHOV &RPSDUHG ZLWK
WKHEDVH0RGHO$WKHRYHUDOOPRGHOILWRI0RGHO%GLGQRWVLJQLILFDQWO\LPSURYHDIWHU
WKH LQFOXVLRQRI WKHGLVVHQVLRQYDULDEOH%\FRPSDULVRQ WKHDGGLWLRQRI WKH VTXDUHG
GLVVHQVLRQWHUPOHGWRDVLJQLILFDQWLQFUHDVHRI5IRU0RGHO&S,QDGGLWLRQ
WKHLQFOXVLRQRIWKHPRGHUDWRUQDPHO\)',YVQRQ-)',LQ0RGHO'GLGQRWJHQHUDWH
DVLJQLILFDQWFKDQJHRI5&RPSDUHGZLWK0RGHO(DQLQFOXVLRQRIWKHKLJKHU-RUGHU
LQWHUDFWLRQFRQWULEXWHGWRDQLQFUHDVHRI5IRU0RGHO)S 
,QVHUW7DEOHKHUH 
:LWKUHJDUGWRWKHPDLQHIIHFWVRIWKHLQGHSHQGHQWYDULDEOHWKHUHJUHVVLRQUHVXOWV
LQ0RGHOV%DQG&VKRZWKDWGLVVHQVLRQLWVHOIKDVQRGLUHFWRUVLJQLILFDQWLPSDFWRQ
PRGHSHUIRUPDQFHZKLOHLWVTXDGUDWLFIRUPLVVLJQLILFDQWO\DQGQHJDWLYHO\E -
S   UHODWHG WR PRGH SHUIRUPDQFH 7KHVH UHVXOWV VXSSRUW +\SRWKHVLV  DQG
VXJJHVW DQ LQYHUVH 8-VKDSHG UHODWLRQVKLS EHWZHHQ GLVVHQVLRQ DQG HQWU\ PRGH
SHUIRUPDQFH 7R IDFLOLWDWH LQWHUSUHWDWLRQ ZH FRQYHUWHG WKH VROXWLRQ ZLWK WKH
FRHIILFLHQWVSUHVHQWHGLQ7DEOHEDVHGRQVWDQGDUGL]HGGDWDLQWRWKHRULJLQDOVFDOHV
DQG FRPSXWHG WKH GHULYDWLYH RI PRGH SHUIRUPDQFH ZLWK UHVSHFW WR GLVVHQVLRQ 7KH
RSWLPDOOHYHORIGLVVHQVLRQLVDERXWLQGLFDWLQJWKDWZKHQWKHOHYHORIGLVVHQVLRQ
LV ORZHU WKDQRSWLPDO DQ LQFUHDVH LQ WKH OHYHO RIGLVVHQVLRQ LV SRVLWLYHO\ DVVRFLDWHG
ZLWKDKLJKHU OHYHORIHQWU\PRGHSHUIRUPDQFH$V WKH OHYHORIGLVVHQVLRQ LQFUHDVHV
EH\RQGWKHRSWLPDOOHYHOKRZHYHUDQLQFUHDVHLQWKHOHYHORIGLVVHQVLRQUHGXFHVHQWU\
PRGHSHUIRUPDQFH)LJXUHLOOXVWUDWHVWKLVUHODWLRQVKLS  
 ,QVHUW)LJXUHKHUH 
,Q UHODWLRQ WR WKH LQWHUDFWLRQ EHWZHHQ WKH VTXDUHG GLVVHQVLRQ YDULDEOH DQG )',
QRQ-)',GHFLVLRQWKHLQWHUDFWLRQLQ0RGHO)LVQHJDWLYHO\DQGVLJQLILFDQWO\S
DVVRFLDWHG ZLWK HQWU\ PRGH SHUIRUPDQFH ZKLFK FRQILUPV WKH PRGHUDWLQJ HIIHFW RI
)',YVQRQ-)',GHFLVLRQSURSRVHGE\+\SRWKHVLV,QRUGHUWRIXUWKHULQWHUSUHWWKLV
VLJQLILFDQW LQWHUDFWLRQ WKH LQWHUDFWLRQ ZDV SORWWHG FI $LNHQ DQG :HVW  $V
VKRZQLQ)LJXUHIRU)',GHFLVLRQVPRGHSHUIRUPDQFHLVKLJKHVWZKHQGLVVHQVLRQLV
DWPRGHUDWH OHYHOVZKLOH IRUQRQ-)',GHFLVLRQVPRGHSHUIRUPDQFH LVKLJKHVWZKHQ
GLVVHQVLRQLVDWWKHORZHVWOHYHOV7KLVHYLGHQFHOHQGVVXSSRUWWR+\SRWKHVLV 
,QVHUW)LJXUHKHUH 
:LWKUHVSHFWWRWKHFRQWUROYDULDEOHVZHIRXQGWKDWRQO\ORFDOOLQNDJHVS
DQG GHFLVLRQ UDWLRQDOLW\ S   KDG VLJQLILFDQW DQG SRVLWLYH LPSDFWV RQ PRGH
SHUIRUPDQFH LQ D FRQVLVWHQW SDWWHUQ LQ WKH UHJUHVVLRQ PRGHOV ZKLOH KLHUDUFKLFDO
FHQWUDOL]DWLRQZDVQHJDWLYHDQGVLJQLILFDQWRUZDVRIPDUJLQDOVLJQLILFDQFHUHODWHGWR
PRGHSHUIRUPDQFHDFURVVPRGHOV  
'LVFXVVLRQ 2XU ILQGLQJV VXJJHVW WKDW GLVVHQVLRQ ZKLFK UHIOHFWV D GLYHUVH
LQWHUSUHWDWLRQ RI WKH HQWU\ VLWXDWLRQ H[HUWV D FRPSOH[ LQIOXHQFH RQ HQWU\ PRGH
SHUIRUPDQFH 7KH GLVVHQVLRQ±SHUIRUPDQFH DVVRFLDWLRQ LV DSSDUHQWO\ TXLWH
LGLRV\QFUDWLF ZKLFK LV D ILQGLQJ WKDW JHQHUDOO\ OHQGV VXSSRUW WR WKH LQIRUPDWLRQ
SURFHVVLQJSHUVSHFWLYHFI$WXDKHQH-*LPDDQG/L  
$VWRWKHPDLQHIIHFWWKHUHVXOWVDWWHVWWRWKHVLJQLILFDQFHDQGFRPSOH[LW\RIWKH
PDQDJHULDOLQWHUSUHWDWLYHG\QDPLVPLQLQWHUQDWLRQDOHQWU\PRGHGHFLVLRQ-PDNLQJ7KH
LGHQWLILHG LQYHUVH 8-VKDSHG GLVVHQVLRQ±SHUIRUPDQFH DVVRFLDWLRQ VXJJHVWV WKDW
GLVVHQVLRQ LPSURYHV RU KLQGHUV LQIRUPDWLRQ SURFHVVLQJ LQ HQWU\ PRGH 6'03V
GHSHQGLQJRQLWVLQWHQVLW\7KLVILQGLQJVKHGVOLJKWRQWKHDVVRFLDWLRQEHWZHHQ6'03
DQGPRGHSHUIRUPDQFHDQGUHFRQFLOHVH[WDQWFRQWUDGLFWRU\UHVXOWVIRXQGLQGRPHVWLF
FRQWH[WV $PDVRQ  2OVRQ HW DO  3DSDGDNLV  :HVW DQG 6FKZHQN
 ,W DSSHDUV WKDW WKH RYHUDOO SRVLWLYH LQVLJQLILFDQW DQG QHJDWLYH HIIHFWV DUH DOO
SRVVLEOH DQG FRQGLWLRQDO RQ WKH OHYHO RI GLVVHQVLRQ SDUWLFXODUO\ LQ LQWHUQDWLRQDO
GHFLVLRQ-PDNLQJFRQWH[WV7KHFXUYLOLQHDUHIIHFWRIGLVVHQVLRQRQWKHFXUUHQWUHVHDUFK
LVVHHPLQJO\LGHQWLILHGLQWKHHQWU\PRGHGHFLVLRQ-PDNLQJSURFHVVIRUWKHILUVWWLPHLQ
FRQWUDVW WR WKH OLQHDU UHODWLRQV REVHUYHG LQ SULRU PRGH 6'03 VWXGLHV -L DQG
'LPLWUDWRV  $SSDUHQWO\ WKLV LV DOVR WKH ILUVW WLPH WKLV HIIHFW KDV EHHQ
HVWDEOLVKHG LQ LQWHUQDWLRQDO GHFLVLRQ-PDNLQJ VWXGLHV WKHUHE\ VXEVWDQWLDOO\ H[WHQGLQJ
SULRUOLWHUDWXUH$KDURQLHWDO3DS\ULQD 
&RQFHUQLQJ WKH LQWHUDFWLRQ HIIHFW WKH HYLGHQFH ODUJHO\ FRQILUPV WKDW WKH
GLVVHQVLRQHIIHFWVDUHGLIIHUHQWZKHQWKHGHFLVLRQWDVNYDULHVZKLFKLVWKHNH\WHQHWRI
WKHLQIRUPDWLRQSURFHVVLQJYLHZ)RUQRQ-)',PRGHVLQZKLFKWKHGHFLVLRQVLWXDWLRQ
LVUHODWLYHO\HDV\WRXQGHUVWDQGLQFUHDVHGGLVVHQVLRQH[DJJHUDWHVWKHQHJDWLYHHIIHFWV
RI GLVVHQVLRQ DQG OHDGV WR D GHFUHDVH LQ PRGH SHUIRUPDQFH %\ FRPSDULVRQ )',
GHFLVLRQV WKDW LQYROYH FRQVLGHUDEO\ KLJKHU XQFHUWDLQW\ DQG FRPSOH[LW\ GHPDQG D
ODUJHU DPRXQW DQG KHWHURJHQHLW\ RI LQIRUPDWLRQ SURFHVVLQJ /XR HW DO 
3DUD\LWDP DQG 'RROH\  :LWKRXW DFKLHYLQJ WKLV LQIRUPDWLRQ EDODQFH WKH )',
GHFLVLRQ VLWXDWLRQ ZLOO QRW EH HIIHFWLYHO\ XQGHUVWRRG 7R HIIHFWLYHO\ GHDO ZLWK )',
GHFLVLRQV GLVVHQVLRQ DW PRGHUDWH OHYHOV IDFLOLWDWHV FROOHFWLYH XQGHUVWDQGLQJ DQG
GLYHUVLW\ LQ GHFLVLRQ-PDNLQJ )LRO  ZKLFK LV FRQGXFLYH WR VXSHULRU PRGH
SHUIRUPDQFH 
 
&RQFOXVLRQV 
,PSOLFDWLRQVIRUWKHRU\ 
:LWKUHJDUG WR WKHRUHWLFDO LPSOLFDWLRQV WKLVVWXG\FRQWULEXWHV WR WKHHQWU\PRGH
UHVHDUFK LQ LQWHUQDWLRQDOPDUNHWLQJ VLQFH WKH FXUUHQW UHVHDUFK VXEVWDQWLDOO\ HQULFKHV
DQGH[WHQGVWKHHQWU\PRGHSHUIRUPDQFHUHVHDUFKDJHQGD%URXWKHUV,WLVWR
WKHEHVWRIRXUNQRZOHGJHWKHILUVWHPSLULFDOVWXG\WRXVHDQLQIRUPDWLRQSURFHVVLQJ
SHUVSHFWLYHWRH[DPLQHWKHHIIHFWRI6'03RQPRGHSHUIRUPDQFHZKLFKVXEVWDQWLDOO\
FRPSOHPHQWV WKH FRQWHQW UHVHDUFK RQ PRGH SHUIRUPDQFH 3UHYLRXVO\ HQWU\ PRGH
SHUIRUPDQFHKDVEHHQ VWXGLHG SULPDULO\ WKURXJK UHVHDUFK WKDW VWUHVVHV WKH HIIHFWV RI
VWUDWHJ\FRQWHQWLQWHUPVRIWUDQVDFWLRQFRVWGHWHUPLQDQWVDVZHOODVLQVWLWXWLRQDODQG
LQWHUQDO UHVRXUFH IDFWRUV RQ PRGH SHUIRUPDQFH %URXWKHUV DQG +HQQDUW 
3DS\ULQD  ,Q WKLV OLWHUDWXUH PDQDJHULDO GLVVHQVLRQ UHODWHG WR WKH GLYHUVH
LQWHUSUHWDWLRQRIWKHGHFLVLRQVLWXDWLRQLQ6'03VLVGLVUHJDUGHGEHFDXVHXQLIRUPDQG
UDWLRQDOFULWHULDUHSODFHKXPDQDJHQF\LQGHFLVLRQ-PDNLQJ 
,Q OLQH ZLWK RUJDQL]DWLRQDO EHKDYLRUDO FRQVLGHUDWLRQV 6LPRQ  WKLV VWXG\
DGYDQFHV WKH 6'03 YLHZ RI PRGH SHUIRUPDQFH -L DQG 'LPLWUDWRV 
0F1DXJKWRQ  2XU LQYHVWLJDWLRQ RI PRGH SHUIRUPDQFH VXSSRUWV WKH
FRQWLQJHQF\ SHUVSHFWLYH IURP DQ LQIRUPDWLRQ SURFHVVLQJ YLHZ :H IRXQG WKDW WKH
RYHUDOO HIIHFW RI PDQDJHULDO GLVVHQVLRQ RQ PRGH SHUIRUPDQFH ZDV EDVHG RQ LWV
LQWHQVLW\:KHQGHFLVLRQ W\SHYDULHV WKHHIIHFWVRIGLVVHQVLRQRQPRGHSHUIRUPDQFH
FDQEHEHWWHUXQGHUVWRRGWKURXJKGLIIHUHQWKLJKHU-RUGHUUHODWLRQVKLSVZKLFKFRQILUPV
WKH FRPSOH[LW\ RI WKH HIIHFWV RI 6'03V RQ PRGH SHUIRUPDQFH 5DMDJRSDODQ HW DO
 2YHUDOO RXU HYLGHQFH VXSSRUWV WKH FRQWLQJHQF\ SHUVSHFWLYH UHJDUGLQJ WKH
HIIHFWLYHLPSOHPHQWDWLRQRIRUJDQL]DWLRQDOSURFHVVHVLQLQWHUQDWLRQDOGHFLVLRQ-PDNLQJ
FI&KLOGDQG+VLHK 
7KH FRQVWUXFW RI IRFXV LQ WKH SUHVHQW VWXG\ VXJJHVWV WKDW WKH REMHFWLYHV
PHWKRGRORJ\ DQG VROXWLRQV LQ LQWHUQDWLRQDO GHFLVLRQ-PDNLQJ DUH QRW SUHGHWHUPLQHG
7KLV VWDQFH UHVRQDWHV ZLWK WKH QRWLRQ RI HIIHFWXDWLRQ *DEULHOVVRQ DQG *DEULHOVVRQ
 5HDG HW DO  LQWHUQDWLRQDO HQWUHSUHQHXULDO GHFLVLRQ-PDNHUV XVH D VHW RI
DYDLODEOHPHDQVWRSXUVXHDQGFKRRVHEHWZHHQIXWXUHFRQWLQJHQFLHVZKHQXQFHUWDLQW\
LV KLJK 7KLV DOWHUQDWLYH ORJLF H[WHQGV SUHYLRXV H[WDQW 6'03 OLWHUDWXUH RQ PRGH
SHUIRUPDQFH -L DQG 'LPLWUDWRV  0F1DXJKWRQ  WKDW UHOLHV RQ WKH
WUDGLWLRQDO FDXVDWLRQ ORJLF WKDW XQGHUSLQV KLHUDUFKLFDO DQG SURFHGXUH-EDVHG 6'03V
6DUDVYDWK\ 
)XUWKHU WKH ILQGLQJV FRQILUP WKH LPSRUWDQFH RI LQIRUPDWLRQ SURFHVVLQJ DQG
RUJDQL]DWLRQDOSURFHVVHVWRHQWU\PRGHGHFLVLRQSHUIRUPDQFHDQGDUHFRPSDWLEOHZLWK
WKHYLHZWKDWPDQDJHULDOGHFLVLRQ-PDNLQJ LQ WKHFRQWH[WRI LQWHUQDWLRQDOL]DWLRQFDQ
EH D FRPSHWLWLYH DGYDQWDJH IRU ILUPV $KDURQL HW DO 7KHUHIRUH WKH ILQGLQJV
FRQWULEXWH VLJQLILFDQWO\ WR WKHHQWU\PRGHSHUIRUPDQFH OLWHUDWXUHRQKRZ WR DFKLHYH
HIIHFWLYH LQWHUQDWLRQDO PRGH GHFLVLRQ-PDNLQJ WKURXJK DSSURSULDWH HPSOR\PHQW RI
PDQDJHULDOGLVVHQVLRQ  
 
0DQDJHULDOUHOHYDQFH  
7KH ILQGLQJV RI WKLV VWXG\ VXJJHVW WKDW LQ WKH FRQWH[W RI LQWHUQDWLRQDO
GHFLVLRQ-PDNLQJ LQ PDQDJHPHQW PRGH SHUIRUPDQFH FDQ EH LPSURYHG WKURXJK
FRJQLWLYH GLYHUVLW\ DQG G\QDPLVP 0DQDJHUV SD\ DWWHQWLRQ WR ERWK WKH FRQVWUXFWLYH
DQGWKHSUHFDULRXVLPSOLFDWLRQVRIGLVVHQVLRQLQGHFLVLRQ-PDNLQJ7KLVLVRISDUWLFXODU
LPSRUWDQFH WR &KLQHVH PDQDJHUV 7UDGLWLRQDOO\ WKH &KLQHVH GHFLVLRQ-PDNLQJ VW\OH
HPSKDVL]HV FRQVHQVXV RU FRQIRUPLW\ 2OVRQ HW DO  ZKLFK PD\ H[FOXGH WKH
EHQHILFLDO HIIHFWV RI GLVVHQVLRQ IURP WKH SURFHVV RI PDNLQJ GLIILFXOW GHFLVLRQV
&KLQHVH PDQDJHUV RXJKW WR EH FDXWLRXV DV SXUH UHODWLRQVKLS- RU DXWKRULW\-VHHNLQJ
GHFLVLRQ-PDNLQJFRXOGFRQVWUDLQHIIHFWLYH LQIRUPDWLRQSURFHVVLQJ LQDQ LQWHUQDWLRQDO
FRQWH[W 
6LPLODUO\PDQDJHUVDUHJHQHUDOO\DGYLVHGWRLQWURGXFHFRJQLWLYHKHWHURJHQHLW\DW
PRGHUDWH OHYHOV DQG WR DYRLG WRR OLWWOH RU WRR PXFK GLVVHQVLRQ LQ RUGHU WR DFKLHYH
HQKDQFHGHQWU\PRGHSHUIRUPDQFHLQDQLQWHUQDWLRQDOVHWWLQJ)XUWKHUPRUHLWKDVEHHQ
VXJJHVWHG WKDW GHFLVLRQ-PDNHUV VKRXOG ZHOFRPH HQJDJH FRJQLWLYH KHWHURJHQHLW\ LQ
DFFRUGDQFH ZLWK WKH GHJUHH RI GHFLVLRQ XQFHUWDLQW\ :KHQ LQWHUQDWLRQDO
GHFLVLRQ-PDNLQJ UHTXLUHV LQWULFDWH FRRUGLQDWLRQ DQG G\QDPLVP LW LV SUXGHQW IRU
PDQDJHUVWRHQJDJHDFHUWDLQQXPEHURIH[SHUWVZLWKGLYHUVHH[SHULHQFHWRIDFLOLWDWHD
PRUH DFFXUDWH LQWHUSUHWDWLRQ RI D GHFLVLRQ VLWXDWLRQ ,Q VLPSOHU LQWHUQDWLRQDO
GHFLVLRQ-PDNLQJ DQ HPSKDVLV RQ UDSLG LQIRUPDWLRQ SURFHVVLQJ WHQGV WR EH PRUH
HIIHFWLYH 
 
/LPLWDWLRQVDQGIXWXUHUHVHDUFKGLUHFWLRQV 
7KHFXUUHQWVWXG\LVVXEMHFWWROLPLWDWLRQVWKDWPD\SURYLGHYDOXDEOHGLUHFWLRQVIRU
IXUWKHU UHVHDUFK )LUVW WKLV VWXG\ LQYHVWLJDWHG RQH FULWLFDO W\SH RI VWUDWHJ\ SURFHVV
UHODWHG WR PDQDJHULDOO\ LQWHUSUHWDWLYH G\QDPLVP DQG LWV HIIHFW RQ HQWU\ PRGH
SHUIRUPDQFH +HQFH LW GHSLFWV DQ LQFRPSOHWH SLFWXUH RI LQIRUPDWLRQ SURFHVVLQJ
HIIHFWV RQ SHUIRUPDQFH ,Q RUGHU WR IXUWKHU XQGHUVWDQG LQIRUPDWLRQ SURFHVVLQJ
LQIRUPDWLRQ VRXUFHV SURFHVVLQJ PRGHV DQG VWUXFWXUHV RI WRS PDQDJHPHQW JURXSV
FRXOGEHH[DPLQHGDVZHOO&LWURHQ*LYHQWKHGHFLVLRQ-OHYHOHPSKDVLVRIWKLV
VWXG\ WKH DGRSWLRQ RI D VXEMHFWLYH UDWKHU WKDQ REMHFWLYH PHDVXUHPHQW RI GHFLVLRQ
HIIHFWLYHQHVVZRXOGKDYHEHHQ MXVWLILHG1HYHUWKHOHVVREMHFWLYHPHDVXUHVPD\KDYH
FHUWDLQ DGYDQWDJHV RYHU VXEMHFWLYH RQHV UHJDUGLQJ ORQJ-WHUP SHUIRUPDQFH $ PRUH
FRPSUHKHQVLYH DSSURDFK IRU IXWXUH UHVHDUFK RQ PRGH SHUIRUPDQFH ZRXOG EH WR
HPSOR\ERWKW\SHVRIPHDVXUHV  
$OWKRXJKWKHVXUYH\PHWKRGXVHGLVWKHSUHYDOHQWGHVLJQLQ6'03VWXGLHVHJ
(OEDQQD DQG &KLOG  3DSDGDNLV HW DO  LW PD\ VXIIHU D UHFDOO ELDV DQG
SRWHQWLDO WLPH-ODJ HIIHFW EHWZHHQ WKH PDNLQJ RI WKH GHFLVLRQ DQG WKH UHSRUWLQJ RI
VDWLVIDFWLRQ +XEHU DQG 3RZHU  0LOOHU HW DO  )XWXUH UHVHDUFK FRXOG
LQFRUSRUDWH DQ DOWHUQDWLYH UHVHDUFK GHVLJQ VXFK DV H[SHULPHQWDO VLPXODWLRQ RU
ORQJLWXGLQDOWRHQKDQFHWKHYDOLGLW\RIWKHILQGLQJV0RUHRYHUWKLVVWXG\LVPLVVLQJD
IHZ LPSRUWDQW FRQWUROV VXFK DV ILUP SHUIRUPDQFH DW WKH WLPH RI UHSRUWLQJ PRGH
SHUIRUPDQFHWKHQXPEHURISHRSOHLQYROYHGLQWKHGHFLVLRQDQGWKHLUSDVWH[SHULHQFH
ZLWK PRGH GHFLVLRQV DOO WKHVH DVSHFWV PD\ KDYH DQ LPSDFW RQ PRGH SHUIRUPDQFH
ZKLFK VKRXOG EH LQFOXGHG LQ IXWXUH UHVHDUFK ,Q DGGLWLRQ WKLV VWXG\ HPSOR\V
FDWHJRULFDO YDULDEOHV WR FDSWXUH ILUP WXUQRYHU EHIRUH WKH HQWU\ DQG DJH RI
GHFLVLRQ-PDNHU GXH WR GLIILFXOW\ LQ GDWD FROOHFWLRQ ZKLFK FRXOG EH UHSODFHG E\
FRQWLQXRXVYDULDEOHVLQIXWXUHUHVHDUFK 
$GGUHVVLQJ WKH UHTXHVW IURP PRGH UHVHDUFKHUV WKH FXUUHQW VWXG\ HPSOR\V D
SURFHVV DSSURDFK WR LQYHVWLJDWH PRGH SHUIRUPDQFH %URXWKHUV DQG +HQQDUW 
&DQDEDO DQG :KLWH  1HYHUWKHOHVV WKH VWXG\ PD\ KDYH RYHUORRNHG WKH
UHODWLRQVKLS EHWZHHQ FRQWHQW DQG SURFHVV IDFWRUV $ SURPLVLQJ GLUHFWLRQ IRU IXWXUH
UHVHDUFKZRXOGEHWRXQGHUVWDQGWKHDVVRFLDWLRQEHWZHHQFRQWHQWDQGSURFHVVIDFWRUV
DQG WKHLU HIIHFWV RQ PRGH FKRLFH DQG SHUIRUPDQFH $SDUW IURP WKLV DQ )', YV
QRQ-)', GHFLVLRQ ZDV VHOHFWHG WR UHSUHVHQW WKH GLIIHUHQW QHFHVVLW\ OHYHOV RI
LQIRUPDWLRQ SURFHVVLQJ LQ PRGH GHFLVLRQ-PDNLQJ )XWXUH UHVHDUFK RQ LQIRUPDWLRQ
SURFHVVLQJFRXOGFRQVLGHURWKHUFODVVLILFDWLRQVRIPRGHFKRLFHVXFKDVVRORYHQWXUH
YVMRLQWYHQWXUH 
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 Figure 2. Moderating Effect of FDI vs. Non-FDI decision 
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1RWHV$OOUHJUHVVLRQPRGHOVDUHEDVHGRQVWDQGDUGL]HG]-VFRUHVRIDOOYDULDEOHVapart from the dichotomous or categorical variables)WKHHQWULHV
DUHXQVWDQGDUGL]HGȕVZLWKW-YDOXHVLQEUDFNHWV  
